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In the District Court of the United States, Southern 
District of California, Central Division 
Civil No. 714-J Civil 
HELEN M. SUTHERLAND, CHARLES W. 
SUTHERLAND, M. I. HIGGENS, MAY- 
BELLE HIGGENS and HELEN MAUDE 
LORENZ, 
Plaintiffs, 
VS. 


FRANK A. GARBUTT, CHANDIS SECURI- 
TIES COMPANY, a corporation, ALICE 
CLARK RYAN, LOG CABIN MINES COM- 
PANY, a corporation, and MUTUAL GOLD 
CORPORATION, a corporation, 

Defendants. 


Billdb OF COMEAGALN YT 


(Stockholders’ suit to cancel certain instruments, 
and for other relief.) 


The plaintiffs above named present this, their 
bill of complaint against the defendants above 
named. and allege: 

le 

Helen M. Sutherland and Charles W. Sutherland, 
Plaintiffs herein, are each citizens of the Dominion 
of Canada; M. I. Higgens and Maybelle Higgens, 
plaintiffs herein, are each citizens of the State of 
Idaho; Helen Mande Lorenz, plaintiff herein, is a 
citizen of the State of Oregon. 
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Tay 

Frank A. Garbutt and Alice Clark Ryan are each 
citizens [2] of the State of California. Chandis 
Securities Company is a corporation organized un- 
der the laws of the State of California. 

Mutual Gold Corporation was organized as a cor- 
poration under the laws of the State of Washing- 
ton May 11, 1952, and still so is. November 18, 
1933, Mutual Gold Corporation duly qualified under 
the laws of the State of California to engage in 
business therein. and ever since has been so quali- 
fied. 

About October 18, 1938, Log Cabin Mines Com- 
pany was organized as a corporation under the laws 
of the State of Cahfornia. Its capital stock was 
divided into ten thousand (10,000) shares, each 
share One Dollar ($1) par. 


elie 

The matter in controversy exceeds, exclusive of 
interest and costs, the sum of Three Thousand 
($3,000) Dollars. 

IW, 

At and during all the times in this complaint 
mentioned the plaintiffs, and each of them were, 
and are, stockholders owning shares of the capital 
stock of Mutual Gold Corporation, to-wit: Helen 
M. Sutherland 333 shares, Charles W. Sutherland 
330 Shares, M. I. Higgens 33314 shares, Mavbelle 
Miggens 33314 shares and Helen Maude Lorenz 500 
shares, and each were such stockholders of Mutual 


Gold Corporation at the time of each of the trans- 
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actions herein complained of; that this action is 
not a collusive one to confer on a court of the 
United States jurisdiction of any action of which 
it would not otherwise have jurisdiction. Plaintiffs 
maintain this action as stockholders of and for and 
on behalf of Mutual Gold Corporation, and for and 
on behalf of all of the stockholders of Mutual 
Gold Corporation [3] similarly situate, for that the 
controlling majority of the directors, trustees, and 
the majority of the stockholders thereof are not in 
sympathy with, but opposed to, the institution of 
this or any swt for the relief from or concerning 
the matters herein complained of, for which relief 
is sought in and by this action; that anv request 
for any relief would be idle and without avail, as 
will hereinafter more fully appear, for which reason 
no demand has been made by plaintiffs to the board 
of directors, trustees, or stockholders of Mutual 
Gold Corporation, for the institution of this suit, or 
for the relief, or any sunilar relief, to that sought 
herein. 
WG 

July 13, 1932, Russell F. Collins and Ben L. Col- 
lins entered into a contract with Chandis Securities 
Company, M. N. Clark and Alice Clark Ryan to 
purchase certain mining claims situate in Mono 
County, State of California, on the terms, condi- 
tions, and for the considerations stated therein, a 
copy of which is hereto attached, marked ‘* Exhibit 
1’’, and made a part hereof, and is herein desig- 
nated as the ‘‘purchase contract”. The mining 
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claims therein agreed to be sold are herein desig- 
nated as the ‘“‘contract mining claims’. July 18, 
1932, Russell F. Collins and Ben Ll. Collins assigned 
the purchase contract unto Mutual Gold Corpora- 
tion, and it became vendee, with approval of the 
vendors. About 1935, M. N. Clark assigned her 
interest in the purchase contract and im the con- 
tract mining claims to Alice Clark Ryan. Alice 
Clark Ryan and Chandis Securities Company are 
herein designated as the ‘‘owners’’, The parties 
later agreed on certain modifications of the pur- 
chase contract, copies of which are hereto attached, 
mericed “HMxinbi 2“ Exinbit 3s” and °° Exhibit 
4’’, and [4] made a part hereof. Frank A. Garbutt 
represented the owners as agent in negotiation of 
the purchase contract, and im respect to all matters 
of performance thereof since then. 


VI. 

Mutual Gold Corporation, in performance of the 
purchase contract, expended in excess of the sum 
of One Hundred Fifty Thousand Dollars ($150,000) 
and in so doing erected a stamp mill, did under- 
eround excavation work in the development of, and 
mining, the contract mining claims, and thereby 
developed ore bodies mm excess of one hundred 
twenty-five thousand (125,000) tons, containing re- 
coverable gold values of One Million Six Hundred 
Fifty Thousand Dellars ($1,650,000). 
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vale 

September 2, 1938, Mutual Gold Corporation 
owned (a) the purchase contract and the vendees’ 
interest in the purchase mining claims, (b) the ad- 
ditional mining claims, (¢) omitted additional 
mining claims conveyed by a specific designation, 
by deed, ‘‘ Exhibit 15”’ hereof, and (d) stamp mill, 
mill and mining machinery, supphes and equipment. 
All of said assets were then, and still are, of a rea- 
sonable value in excess of ‘wo Million Dollas 
($2,000,000). The stamp mill, mill and mining ma- 
chinery, supplies and equipment, were of the rea- 
sonable value of Forty Thousand Dollars ($40,000). 
The e¢laims designated as ‘‘additional mining 
claims’’ were certain unpatented mining claims ad- 
jacent to the contract mining claims and were of 
the reasonable value in excess of Thirty Thousand 
Dollars ($30,000). he omitted additional mining 
claims are specifically designated as Mutual Gold 
Lode No. 2, Mutual Gold Lode No. 3, Mutual Gold 
Lode No. 4, [5] Mutual Gold Lode No. 5 and Mu- 
tual Gold Lode No. 6, and were of negligible value. 


\ SH, 

September 2, 1938, and ever since, Mutual Gold 
Corporation owed about Twenty-five Thousand Dol- 
lars ($25,000) upon open, unsecured accounts then 
due, and owed on production certificates Thirty 
Thousand Dollars ($30,000), not due, pavable out 
of net preduction receipts accruing from the sale 
of oves from its mining property or out of the pro- 
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ceeds of a voluntary or involuntary sale thereof, 
as set out in the production certificates, a form copy 
of which is attached hereto, marked ‘Exhibit 5”, 
and made a part hereof. 


JS 

August 6, 1938, and thereafter, Frank A. Garbutt 
fraudulently, wrongfully and unlawfully conspired 
with and prevailed upon the board of directors 
and executive officers of Mutual Gold Corporation 
to agree to the transfer of all its assets to a new 
corporation to be organized for and on behalf of 
Mutual Gold Corporation, for which Mutual Gold 
Corporation was to receive fifty per cent, minus 
one share, and Frank A. Garbutt fifty per cent, 
plus one share, of all the capital stock of the new 
corporation, which new corporation was to have no 
capital or assets, other than the assets of Mutual 
Gold Corporation, without authorization of the 
stockholders of Mutual Gold Corporation, and with- 
out provision to pay, or eare for, the claims of 
creditors of Mutual Gold Corporation, to evade, 
circumvent and violate the laws of the State of 
Washington, to the injury of Mutual Gold Corpo- 
ration, its stockholders and creditors. The [6] sev- 
eral transactions herein complained of were done 
and executed to carry out said purposes and ob- 
jects, and were, and ave, in violation of, and void 
under the laws of the State of Washineton. 
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oe, 

August 25, 1938, pursuant thereto, Frank A. Gar- 
butt, without valid cause or justification, wrongfully 
gave to Mutual Gold Corporation notice of for- 
feiture of the purchase contract and, while for- 
feiture was insisted upon, wrongfully, fraudulently 
and unlawfully prevailed upen the board of direc- 
tors and executive officers of Mutual Gold Corpo- 
ration to make on September 2, 1938, an agreement 
to sell and convey to Frank A. Garbutt, to be later 
transferred te the proposed new corporation, all of 
the assets of Mutual Gold Corporation; that a copy 
of said agreement is hereto attached, marked ‘‘Icx- 
hibit 6°, and made a part hereof. Concurrently 
therewith, Frank A. Garbutt arranged to advance, 
and later did advanee, the personal expenses of two 
of said directors, and agreed to, and did, employ 
one of said directors to work for him in the nego- 
tiation for, and execution of, the several contracts 
and convevaneces complained of herein, and in the 
operation of said mining property, and for said 
services paid said director compensation pursuant 
to arrangement previously agreed to, and thereby 
fraudulently influenced said board of directors to 
execute the several contracts and conveyances here- 
by complained of. 

le 

September 21, 1938, Frank A. Garbutt prevailed 
upon the board of directors and executive officers 
of Mutual Gold Corporation illegally, and without 
consideration, to execute a [7] deed, bill of sale 
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and assignment of the purchase contract to him, 
copies of which instruments ave hereto attached, 
nieiccdm Lxinbit 7" “Exhibit 8’? and ‘Exhibit 


9**, and made a part hereof. 


XII. 

September 22, 1938, Frank A. Garbutt prevailed 
upon the board of directors and executive officers 
of Mutual Gold Corporation to enter into an agree- 
ment with him, containing identical provisions and 
terms as that of said agreement of September 2, 


1938, “Exhibit 6’’, with hke purpose and intent. 


SI. 

October 18, 1938, Frank A. Garbutt caused to be 
filed in the Office of the Secretary of State of the 
State of California, articles of incorpovation of 
Log Cabin Mines Company. 


TSN 

September 26, 1938, stockholders of Mutual Gold 
Corporation complamed to its board of directors 
and to Frank A. Garbutt, charging that the contract 
of September 2, 1938, ‘‘Exhibit 6’’, and the deed, 
bill of sale and assignment of the purchase con- 
meact, lixhibits 7, 8 and 9’’, were in violation of 
the laws of Washington in respect to the transfer 
of all of the assets of Mutual Gold Corporation in 
consideration of stock in the proposed new corpo- 
ration, and had been obtamed by Frank A. Garbutt 
from Mutual Gold Corporation unconscionably by 
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assertion of claim of forfeiture, by fraud, coercion, 
and without provision to pay the creditors of Mu- 
tual Gold Corporation; said directors, considering 
said complaint, in conspiracy with Frank A. Gavr- 
butt, [8] refused to grant anv relief in the premises, 
but thereafter, because of said objections, and to 
avoid the force thereof, Frank A. Garbutt assumed 
and pretended to withdraw from the agreements 
of September 2, 1938 ‘‘ Exhibit 6”’ hereof, and Sep- 
tember 22, 1938, and gave notice of such withdrawal 
to Mutual Gold Corporation. Concurrently there- 
with the said Frank A. Garbutt wrongfully and 
unlawfully conspired with and prevailed upon a 
majority of the hoard of directors and executive 
officers of Mutual Gold Corporation to enter into an 
agreement of date November 1, 1938, with Frank A. 
Garbutt. The notice of withdrawal and concurrent 
agreements are hereto attached, marked ‘* Exhibit 
10°’, and made a part hereof. Said agreement lacked 
a good faith affidavit, and was not filed nor recorded 
as a mortgage. Frank A. Garbutt and said board 
of directors intended the notice of withdrawal and 
concurrent agreement to be of no force or effect; 
there was no change of possession, nor of the oper- 
ation of the property. 


XV. 

About December 17, 1938, Frank A. Garbutt 
wrongfully and unlawfully conspired with, and pre- 
vailed upon, a majority of the board of directors 
and executive officers of Mutual Gold Corporation, 
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iegally, without any consideration whatever there- 
for to Mutual Gold Corporation, contrary to the 
laws and pubhe policy of the State of Washington, 
and in fraudulent disregard of the rights of Mutual 
Gold Corporation, its stockholders and creditors, to 
execute, in writing, a contract with, and between, 
himself and the aforesaid Log Cabin Mines Com- 
pany, a copy of which is hereto attached, marked 
‘Exhibit 11’, and made a part hereof, and was, 
and is, unilateral in form and effect, and without, 
by its terms, any contractual or binding force or 
effect [9] whatever upon the said Frank A. Gar- 
butt, wherein a purported option was pretended to 
be given to Log Cabin Mines Company on the terms 
therein stated, to aequirve the aforesaid purchase 
contract, contract mining claiins, additional mining 
claims, and the personal property, constituting all 
of the assets of Mutual Gold Corporation. 


NAL 

April 10, 1939, Frank A. Garbutt wrongfully and 
unlawfully conspired with, and prevailed upon, the 
board of directors and executive officers of Mutual 
Gold Corporation to execute a deed and bill of sale 
to Log Cabm Mines Company of all of its assets, 
except the omitted additional mining claims, copies 
of which deed and bill of sale ave hereto attached, 
marked *‘Exlthit 12”° and ** Exhibit 13°° and made 
a part hereof, and assignment of the purchase eon- 
tract. 
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AVI. 

April 17, 1939, Frank A. Garbutt prevailed upon 
the board of directors and executive officers of Mu- 
tual Gold Corporation, on behalf of Mutual Gold 
Corporation, to subscribe for all of the capital stock 
of Log Cabin Mines Company, and im form he 
loaned Mutual Gold Corporation the sum of Ten 
Thousand Dollars ($10,000) to pay said subserip- 
tion, and contemporaneously therewith he caused 
Lob Cabin Mines Company to appoint him mana- 
ger and treasurer of Log Cabin Mines Company 
and, as such, gave him control of said Ten Thou- 
sand Dollars ($10,000), which amount Mutual Gold 
Corporation and Log Cabin Mines Company agreed 
to repav to him. Five thousand one (5,001) shares 
of the stock of Log Cabin Mines Company were 
thereupon issued to Frank A. Garbutt, as owner, 
and [10] ard four thousand nine hundred ninety- 
nine (4,999) shares thereof were issued to Mutual 
Gold Corporation, but pledged to Frank A. Garbutt 
to secure the purported loan of Ten Thousand Dol- 
lars ($10,000). 

me WELT. 

July 21, 1989, m furtherance, and as a step m 
the consummation of the aforesaid fraudulent pur- 
pose and plan, without any consideration whatso- 
ever therefor moving to Mutual Gold Corporation, 
its stockholders or creditors, illegally and in fraud- 
ulent disregard of the rights of Mutual Gold Cor- 
poration, its stockholders and creditors, Frank JA, 
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Garbutt, with the knowledge and approval of the 
owners, executed a deed purporting to convey to 
Log Cabin Mines Company the property purported 
to have heen conveyed to him by Mutual Gold Cor- 
poration by the deed, assignment and hill of sale 
which bear date September 21, 1938, ‘‘Exhibits 7, 
8 and 9** hereof, reserving therefrom the accumu- 
lated tailings from milling and processing im past 
years, all with the knowledge and approval of the 
owners, a copy of which deed is hereto attached, 
marked ‘‘Exhibit 14°’, and made a part hereof. 


IS 
August 9, 1939, Frank A. Garbutt prevailed upon 
the board of directors and executive officers of Mu- 
tual Gold Corporation to execute a deed of said 
omitted additional minine claims to Log Cabim 
Mines Company, a copy of which is hereto attached, 
marked ‘‘Exhibit 15," and made a pait hereof. 


XX. 

September 2, 1938, under the contract of that 
date, [11] *‘Exhibit 6°’ hereof, Frank A. Garbutt, 
with the approval of said board of directors, took 
possession of the purchase mining claims and all 
the other assets of Mutnal Gold Corporation, and 
ever since has been, and is now, in possession there- 
of, and has operated all of said property as the 
purported manager of the property of Mutual Gold 
Corporation. During that period he has mined and 
removed from the contract miming claims, and 
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wrongfully reduced and converted to his own use, 
large quantities of valuable mineral extracted from 
the ores therefrom, the value of which is large and 
substantial, but the amount is not known to plain- 
tiffs; that Frank A. Garbutt, unless restrained by 
order of this cot, will, and he threatens to, con- 
tinue the mining, removal, reduction and conversion 
of the ores of said mine, and will continue to do so, 
all to the great and itveparable loss of Mutual Gold 
Corporation. 
CO 

Kach of the contracts, deeds, bills of sale and as- 
signments were executed, and the said acts of Mu- 
tual Gold Corporation, Frank A. Garbutt and Log 
Cabin Mines Company were done, with the knowl- 
edge and approval of the owners, pursuant to, and 
as a part of said unlawful conspiracy to transfer all 
of the assets of Mutual Gold Corporation te Log 
Cabin Mines Company, without consideration, for 
a mimority stock interest in Log Cabin Mines Com- 
pany, without authorization by, or approval of, the 
stockholders of Mutual Gold Corporation, and with 
the disapproval of nearly one-third of the stock- 
holders of Mutual Gold Corporation, and were, and 
are, severally ultra vires the corporate powers of 
Mutual Gold Corporation, in excess of the powers 
of the board of directors and executive officers of 
Mutual [12] Gold Corporation, in that no meeting 
of stockholders of Mutual Gold Corporation was 
ever called or held, nor any action taken by unani- 
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mous vote, or any vote of the stockholders, or any 
number of stockholders of Mutual Gold Corpora- 
tion, or otherwise, in authorization thereof, or to 
organize Log Cabin Mines Company, transfer the 
assets of Mutual Gold Corporation to Log Cabin 
Mines Company for a stock interest, or any interest, 
minority or otherwise, in and of Log Cabin Mines 
Company; that each and every of said contracts, 
deeds, bills of sale and assignments were, and are, 
in violation of the laws of the State of Washington 
and of the State of California, and all thereof were 
executed, and said acts were done, with the knowl- 
edge and approval of the owners, in order to de- 
prive Mutual Gold Corporation of all of its assets, 
and receive in returm a minority stock interest 
in Log Cabin Mines Company, and with the mtent 
to deprive Mutual Gold Corporation of the exer- 
cise of its corporate powers and rights under the 
laws of the State of Washington, and vest in Frank 
A. Garbutt as the agent of the owners, the exclu- 
sive power and discretion of performance and non- 
performance of the purchase contract, and cause 
Mutual Gold Corporation to be remediless in the 
premises except at the will and discretion of Frank 
A. Garbutt. 
Teen: 

The installment of ‘Ten Thousand Dollars ($10,- | 
000) due on the purchase contract November 1, 
1939 has not been paid; that Frank A. Garbutt, 
personally, and as manager and treasurer of Log 
Cabin Mines Company, has withheld, failed to ac- 
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count for, or apply, the royalties from operation 
on the purchase contract, to pay, so far as may be, 
said mstallment. The owners have at all times since 
September 2, 1938, wrongfully refused to recognize 
[15] Mutual Gold Corporation as the owner of the 
purchase contract. Whereupon plaintiffs, as such 
stockholders of Mutual Gold Corporation, and in 
its behalf, hereby offer to pay the amount of said 
installment to keep the purchase contract in good 
standing as the property of Mutual Gold Corpora- 
tion, and, upon such payment, be subrogated to all 
the rights of the owners in respect to said install- 
ment. 
OEE 

The directors of Mutual Gold Corporation called 
a special stockholders’ meeting for September 24, 
1938 to ratify ov disapprove the contract of Sep- 
tember 2, 1988 *‘ Exhibit 6°* hereof. The call was 
rescinded about September 19, 1938 on account of 
opposition of stoekholdeis to said transactions. 
Thereupon the board of directors caused the con- 
vevances of September 21, 1938 above referred to, to 
be executed. September 24, 1938, stockholdexs im 
opposition to the transactions here under attack 
organized a stockholders’ protective committee, rep- 
resenting about five hundred thousand (500,000) 
shares of stock, all opposed to said transactions; 
plaintiffs sue herein on behalf of all stockholders 
smnilarly situate, including the stockholders repre- 
sented by said protective committee. 
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MAI. 

he directors of Mutual Gold Corporation are 
seven in nunber, two only of whom have opposed, 
and still oppose, the several acts, agreements and 
conveyances herein complained of. The president 
of Mutual Gold Corporation is one of the five mem- 
bers who caused to be done the several acts, and 
executed the several agreements and conveyances 
herein complained of. Said.[14] five directors con- 
stitute the controlling majority of the board of di- 
rectors of Mutual Gold Corporation and are desig- 
nated herein as the board of directors. 

fiver since August 6, 1938, not less than five out 
of sevel of the directors of Mutual Gold Corpora- 
tion have been firmly committed to do, and have 
done, the several acts here complained of, and 
executed the several agreements and conveyances 
aforesaid. At several meetings of the directors the 
plaintiffs and stockholders similarly situate have 
protested against, and complained of, said several 
acts, agreements and conveyances, but all of said 
protests and complaints have been ignored and 
denied, and the board of directors and executive 
officers have, notwithstanding said protests and 
complaints, proceeded to do and have done and 
consummated the several acts, agreements and con- 
veyances herein complained of. 

At the annual meeting of the stockholders of Mu- 
tual Gold Corporation, held February 1, 1939, said 
board of directors and executive officers, without 


18 Helen M. Sutherland, et al. 


previous notice or call to the stockholders, caused 
to be presented a resolution which was adopted by 
a majority vote of the stockholders of Mutual Gold 
Corporation, ratifying the agreement of December 
17, 1938 and authorizing the board of directors to 
make any other contracts or conveyances to carry 
out and perform said agreement of December 17, 
1938. That at said meeting stockholders similarly 
situate as plaintiffs apphed for relief, and ob- 
jected to each and every of said acts, agreements 
wid conveyances that had been made up to that 
time; by a majority vote of the stockholders said 
application for relief and protests were denied. 
Plaintiffs and other stockholders similarly situ- 
ate have apphed to the president of Mutual Gold 
Corporation to call a [15] stockholders’ meeting to 
specially consider said acts, agreements and con- 
vevances and to obtain relief therefrom, including 
the maintenance of this action; the president has 
refused, and still refuses, to call a stockholders’ 
meeting; at the present time five of the directors 
of Mutual Gold Corporation are opposed to the 
maintenance of this action, antagonistic to, not in 
svinpathy with, and opposed to the institution of 
this, or any, suit or proceeding for the relief sought 
in this action, or any relief, from or concerning 
the transactions, matters and things herein com- 
plained of, and for which reason any request, for- 
mal or otherwise, to the executive officers or to the 
directors, would be, and is, without avail. 
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XXV. 

The number of shares represented by the plain- 
tiffs herein is less than one-third of all the out- 
standing stock of Mutual Gold Corporation, and 
there is no way provided for by the articles of im- 
corporation of Mutual Gold Corporation, or its 
by-laws, whereby plaintiffs, or any other stock- 
holders opposed to the transactions herein com- 
plained of, may obtain relief or action by the cor- 
poration, its directors, executive officers or stock- 
holders. That the plaintiffs and the stockholders 
in sympathy with them are not sufficient in number 
to compel the calling of a special stockholders’ 
ineeting at which relief may be sought. 


AXVI. 

At all times since April 17, 1939, the directors 
and executive officers of Log Cabin Mines Company 
have been residents of the State of California, and 
absent from the State of Washing- [16] myten. 
Frank A. Garbutt, at all times mentioned in this 
complaint, and Log Cabin Mines Company, at all 
times since its incorporation, have each been, and 
are, residents of the State of California, and absent 
from the State of Washington. Each of them is 
unwilling to, and refuses to submit to the jurisdic- 
tion of the courts of the State of Washineton. 


XXVILI. 
By virtue of the aforesaid acts defendant Mutual 
Gold Corporation has not, nor have plaintiffs, any 
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adequate or other remedy at law whereby to ob- 
tain redress for, and protection of the rights of, 
Mutual Gold Corporation, its interest and title 
in and to the aforesaid mining claims and the ores 
extracted therefrom, nor for and on account of 
the aforesaid personal property of defendant Mu- 
tual Gold Corporation, and for and on account of 
which adequate rehef can only be furnished by, 
and obtained in, a court of equity; plaintiffs further 
allege that they are willing, and hereby offer to do 
equity in the premises as same may be adjudged, 
declared and determined by this court, and they are 
likewise willing, and hereby offer, to abide by and 
perform any and all requirements and conditions 
that may be imposed by the court as attendant on, 
and precedent to the granting of the relief prayed, 
or to which the court may conclude the plaintiffs 
and other stockholders and creditors are entitled. 


Wherefore, Plaintiffs, on behalf of Mutual Gold 
Corporation, pray by decree: 

First: That the agreements, deeds, bills of sale 
and assigninents of the purchase contract, ‘‘Hix- 
hibits 6, 7, 8, 9, 10, [17] 11, 12, 18, 14 and 15’ The 
severally adjudged to have been wrongfully, fraud- 
wently and illegally executed, and adjudged void 
and to be of no foree and effect, and all claims of 
right thereunder terminated. 

Second: ‘That the status of Mutual Gold Cor- 
poration as vendee, owner, of the purchase con- 
tract, be determined; that the accrued royalties 


us. Frank A. Garbutt, et al. 21 


from operation be accounted for and applied, so 
far as may be, in discharge of the installment of 
Ten Thousand Dollars ($10,000) due on the pur- 
chase contract November 1, 1939, and that Chandis 
Securities Company and Alice Clark Ryan be re-— 
quired to recognize Mutual Gold Corporation as 
vendee, owning the purchase contract, and to ac- 
cept from these plaintiffs, as stockholders of Mu- 
tual Gold Corporation, on its behalf, the nnpaid 
balance of said installinent. 

Third: That defendant Frank A. Garbutt and 
Log Cabin Mines Company, a corporation, and each 
of them, be ordered and required to execute and 
deliver to defendant Mutual Gold Corporation such 
and all conveyances and acquittances of the afore- 
said premises and personal property as may be 
found to be, or may at any time become necessary 
fully to reinvest legal title to said properties im 
defendant Mutual Gold Corporation, and that said 
properties be surrendered up and delivered to-it. 
That defendants Frank A. Garbutt and Log Cabin 
Mines Company, and each of them, be likewise re- 
quired to make a general accounting with respect to 
all ores, and the proceeds mined or extracted by 
them, or either of them, or under his or its au- 
thority, from said nining properties, Lkewise for 
the proceeds of all ores extracted therefrom by 
third persons and thereupon and there- [18] after 
delivered to, and received and disposed of by, de- 
fendants Frank A. Garbutt and Log Cabin Mines 
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Company, or either of them, and lkewise that they 
be required to account for any and all ores ex- 
tracted from said premises and still remaiming 
in the possession or under the control of defend- 
ants. 

Fourth: That defendants Frank A. Garbutt and 
Log Cabin Mines Company, and each of them, be 
enjoined, restrained and ordered to desist, pendente 
lite, from exeavating, extracting or removing ores, 
or other property of any kind or character, from 
said lands, and that they be required, pendente Lite, 
to abstain and refrain from further, or any mining 
operations of any character on said premises. 

Fifth: hat plaintiffs have and recover their 
costs and disbursemeiuts incurred herein, inelud- 
ing a reasonable fee for the use and benefit of their 
attorneys, together with such other further and 
general relief as to the court may seem equitable, 
just and appropriate in the premises. 

W. H. ABEL 
O. C. MOORE 
FREDERICK D, ANDERSON 
650 Subway Terminal Building 
Los Angeles, California 
Michigan 0804 
Attorneys for Plaintiffs [19] 


State of Idaho, 
County of IXootenai—ss. 


M. J. Higgens being first duly sworn, deposes 
and says: that he is one of the plaintiffs named in 
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the foregoing bill of complaint, and that he makes 
this verification on his own behalf and on behalf 
of his co-plaintiffs; that he is familar with the 
contents of said bill of complaint and that the mat- 
ters and things therein contained are true in sub- 
stance and in fact. 
MILTON I. HIGGENS 
Subscribed and sworn to before me this 14 day 
of December, 1939. 
(Seal) J, WEAR D ARNEY 
Notary Public in and for the State of Idaho, re- 
siding at Couer d’Alene; My commission ex- 
pies 11-1-43. [20] 


Exhibit 1 

This Agreement of Sale made this 18th day of 
July, 1932, by and between the Chandis Securities 
Company, M. N. Clark and Alice Clark Ryan, of 
Los Angeles, California, hereinafter designated as 
the Sellers, and Russell F. Collins, of Seattle, 
Washington, and Ben L. Collins, of Spokane, 
Washington, hereinafter designated as the Buyers, 
witnesseth : 

That for and in consideration of the payments 
to be made by the Buyers to the Sellers at the times 
and in the manner herein specified, and in consid- 
eration of the promises and agreements to be well 
and truly performed by the said Buyers, the said 


24 Helen M. Sutherland, et al. 


Sellers hereby agree to sell to the said Buyers the 
following described patented and unpatented lode 
mining claims situate in Mono County, California, 
and more particularly described as follows, to-wit: 


Log Cabin Mill Site 


Log Cabin No. 1 New Year No. 2 
Log Cabin No. 2 Federal No. 1 
Log Cabin No. 3 Federal No. 2 
Log Cabin No. 4 Federal No. 3 
Log Cabin No. 5 Log Cabin Annex 
Log Cabin No. 6 ‘Pamarack 

Log Cabin No. 7 Oro 

Log Cabin No. 8 Burke Fraction 


All of the above described claims having been 
recorded at one time or another at Bridgeport, 
Mono County, California, in what has been known 
at various times as the Mono Lake Mining District, 
the Bridgeport Mining District and the Homer 
Mining District. 

And also such water rights as the said Sellers may 
owh im connection therewith. 

‘The condition of the titles to said property is as 
follows: 

Log Cabin claims, Log Cabin No. 2, Log Cabin 
No. 6 and Log Cabin No. 7 are patented. [21] 

Log Cabin Annex is a mining location filed re- 
cently at Bridgeport by H. R. Bradley and deeded 
by H. R. Bradley and wife to the Sellers herein. 

Claims Log Cabin, Log Cabin No. 1, Log Cabin 
No. 3, Log Cabin No. 4, Log Cabin No, 4, and Log 
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Cabin No. 6 are mining locations and in the option 
of the Sellers can be patented at any time. 
(page) -t- 


It is stated by James Simpson that claims New 
Year No. 2, Federal No. 1, Federal No. 2, Federal 
No. 3, Tamarack, Oro and Burke Fraction have all 
had the assessinent work done on them and title 
to them is in good condition. 

‘The Sellers or their immediate predecessors im 
interest have located these claims and have held 
title thereto for approximately twenty (20) years 
and believe their titles to be good and they hereby 
represent that there are no mortgages, indebtedness 
or other encumbrance against said claims of which 
they have any knowledge, but they expressly dis- 
claim any hability for these titles, and the Buyers, 
having been afforded an ample opportunity to ex- 
amine same, hereby accept said titles, 1t being dis- 
tinctly understood that the only estate to be con- 
veved hereunder is all of the right, title and in- 
terest which the said Sellers may have or may 
hereafter acquire thereto. 

This agreement of sale is to extend for a period 
of five (5) years from the date hereof unless sooner 
forfeited or terminated as hereinafter provided. 
Under this agreement the said Buyers shall have 
the right of Possession with the right to mine and 
develop said properties or any of them, including 
the right to follow and explore by proper working 
any vein or veins within said group of claims to 
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the limit or exterior [22] boundary lines thereof, to 
the same extent and no other as the Sellers, by vir- 
tue of their title and interest in said group of 
claims, have or may hereafter acquire, and to 
follow any ore shoot or ore body found within the 
limits of said property in any direction to the same 
extent as said Sellers might lawfully do, and to 
break down and remove and mill or sell all com- 
mercial ores found therein except as hereinafter 
expressly provided, to-wit: 

It is understood and agreed that until said Sellers 
have been paid in full for said mining claims, in 
accordance with the terms hereof, that the ore 
already exposed above the present drifts on the 
vein at a depth of approximately 125 feet below 
the collar of the shaft and within the present ex- 
treme north and south faces shall remain intact and 
unless expressly permitted by permission in writing 
from said Sellers none of this ore shall be mined 
or removed from the mine and neither shall any 
ore at present on the dump be removed or milled by 
said Buyers. 

(page) -2- 


In consideration of the agreements herein con- 
tained the said Buyers covenant and agree with 
said Sellers as follows: 

1. To enter upon said mining claims immed- 
lately after the execution and delivery of this agree- 
ment and after the posting of the notices herein- 
after provided to be posted, and-agree to work the 
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same continuously and in good workmanlike and 
minerlike manner so as to develop said property 
with due regard for the continuance and preserva- 
tion of the same as a workable mine in accordance 
with the covenants herein set forth. ji 

2. The Buyers agree to work at least sixty (60) 
shifts of one man each of eight (8) hours’ duration per 
month until August 10, 1932, after which date said 
Buyers agree to work not [23] less than one hundred 
fifty (150) similar shifts per month of eight (8) 
hours each during the hfe of this agreement, it 
being understood that each shift is to consist of 
the day’s work of one competent miner or its equiva- 
lent in value. It is agreed that the excess of 150 
shifts per month for any given month is to be 
eredited on work to be performed during the suc- 
ceeding month or months during each year, but that 
work during one year is not to be credited to the 
work to be done in any succeeding year, and that 
the said Buyers agree that there at all times shall 
be enough work performed by them to fulfill any 
work necessary to be performed for assessment pur- 
poses. 

4. The Buyers agree to install a compressor, . 
pump, machine drills and other necessary equip- 
ment to sink the present shaft that is now down 
one hundred twenty-five (125) feet from the sur- 
face to a total depth of two hundred fifty (250) 
feet or to the point of its intersection with the 
vein and to drift upon the vein from the point of 
intersection for a distance of not less than two 
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hundred (200) feet, and to do any other develop- 
ment work that said Buyers may deem advisable for 
the development of additional ore. 

5. The said Buyers agree to well and sufficiently 
timber the tunnels, shafts and drifts used, opened or 
extended by them when necessary in said mining at 
all pomts and in accordance with good mining 
methods and to repair all old timbering in such 


(page) -3- 


workings and in all existing openings which are now 
open and which show any mill ore. This work of 
timbering and retimbering is to be done whenever 
and wherever it may become necessary for the safety 
of workmen and ore and for the preservation of 
said mine as a working mine, and said Buyers agree 
[24] to fill all stopes with waste after the ores there- 
from are removed so as to keep and leave said mine 
in a safe and proper condition for further develop- 
ment and exploration and in accordance with the 
usual custom of good mimers. 

6. The said Buyers agree that the said Sellers 
may at all times enter, in person or by their duly 
authorized agents in writing, to inspect said prop- 
erty and any and all parts thereof, and the said 
Sellers shall have the right to keep one or more 
representatives at all times upon said property to 
represent them and to inspect same but always at — 
their own sole cost and expense except that the said 
Sellers may furnish one representative who shall be 
a practical miner or a practical mining man, able and 
willing to work for the said Buyers, performing such 
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work asmay properly be allotted to him, and this rep- 
resentative the said Buyers agree to pay the same 
wages as they pay to other employees in a similar 
capacity, it being understood that should the repre- 
sentative so nominated by said Sellers not perform 
as much useful work as their other similar em- 
ployees that the said Sellers will either accept re- 
duced pay for him or furnish another representa- 
tive to take his place. 

7. The said Buyers agree to pay for all labor, 
material and supplies employed or used by them 
in the development and operation of said mining 
claims under this agreement, including the pay- 
ment of all taxes and assessments from and after 
the date of July 138, 1932, during the term of this 
agreement, and said Buyers agree not to permit any 
lenable claims, including such labor, material or 
supphes, to be filed against said mining property, 
and agree to save said Sellers harmless therefrom. 

[25] 

8. The said Buyers agree that before they allow 
any material, machinery or supphes to be brought 
upon said property that they will obtain and furnish 
to the said Sellers a release or waiver from the 
venders thereof releasing and waiving any right or 
rights which said vendors may have to file a hen 
or liens against the property of the Sellers, and in 
like manner, before employing any labor therein, 
will obtain from the employees who are to perform 
this labor a like release to the end that all laborers, 
material men or contractors will look solely to the 
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Buyers and their interest in the property for the 
payment and will waive any right or claim that 
they may have against said Sellers or the property 
herein described owned by them. 

9. The said Sellers agree that they will forth- 
with, upon the signing of this agreement, post or 
cause to be posted proper notices in conspicuous 
places upon said property, notifying all persons 
employed thereon or who furnish material and sup- 
plies to the said Buyers therefor that neither said 
property nor said Sellers will be lable for same or 
will said property be hable for lien therefor. 

10. The said Buyers agree that they will not com- 
mence any work upon said property nor order any 
material therefor until said notices have been posted 
and that thereafter they will maintain said notices 
or cause same to be maintained at all times that they 
are in possession of or are operating said property, 
and should the said Buyers commence work before 
said notices are posted or perform any work upon 
said property while said notices are not maintained 
thereupon, this agreement shall immediately termi- 
nate and cease at the option of the said Sellers. 

[26] 

11. The said Buyers agree to comply strictly 
with the Workmen’s Compensation or Industrial 
Insurance Act of the State of California providing 
casualty isurance for all workmen injured while 
employed by them in the exploration and develop- 
ment of said mining claims or for any other work 
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performed by the said Buyers or at their instance 
during the term of this agreement. 

12. After said shaft has been sunk to the inter- 
section of the vein and drifted on for a distance of 
not less than two hundred (200) feet, if by that 
time sufficient tonnage of commercial ore is in sight 
to justify a mill, and, if not, as soon as sufficient, 
tonnage of commercial ore is in sight, the said 
Buyers agree to build a suitable mill and mill build- 
ings and to install proper milling machinery for 
the economical and proper milling of said ore and 
to proceed without delay in a minerhke fashion 
to mine, mill and market said ores which have 


(page) -5- 


developed on said property by the operation of said 
Buyers but especially excepting therefrom all ores 
hereinbefore referred to in the mine and on the 
dump as hereinbefore described. 

13. The said Buyers expressly agree to impound 
all mill tailings which assay over One ($1.00) Dol- 
lar per ton to the end that they will be preserved 
for future treatment. 

14. It is understood and agreed by the parties 
hereto that after the said sinking, drifting and 
building of a suitable mill are completed and the 
mine is put on production that Five ($5.00) per ton 
is to be allowed to the said Buyers to cover the 
cost of all mining, milling and marketing and that 
the Sellers shall receive the balance over Five 
($5.00) Dollars per ton, which amount shall be 
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applied as received upon the [27] purchase price of 
said property until it is paid for m full. 

Should the Buyers mine and mill any ore which 
returns less than Five ($5.00) Dollars per ton net, 
they shall pay all of the costs thereof over and above 
the net returns received and this shall not be a 
charge against the Sellers or against any future re- 
turns which they are entitled to receive. 

In consideration of the foregoing conditions and 
the expenditures to be made and the work to be 
done hereunder by the said Buyers, and in considera- 
tion of their faithfully keeping of all of the coven- 
ants herein contained, the said Sellers hereby give 
to the said Buyers the right to purchase all of the 
above described property for the sum of One Hun- 
dred Fifty Thousand ($150,000.00) Dollars, payable 
as follows: One Thousand ($1,000.00) Dollars on or 
before August 1, 1932; One Thousand ($1,000.00) 
Dollars on or before November 1, 1932; One Thou- 
sand ($1,000.00) Dollars on or before January 1, 
1933; One Thousand ($1,000.00) Dollars on or be- 
fore March 1, 1983; One Thousand ($1,000.00) Dol- 
lavs on or before May 1, 19383; One Thousand 
($1,000.00) Dollars on or before July 1, 1933; One 
Thousand ($1,000.00) Dollars on or before Septem- 
ber 1, 19383; One Thousand ($1,000.00) Dollars on 
or before November 1, 1933; One Thousand 
($1,000.00) Dollars on or before January 1, 1934; 
One Thousand ($1,000.00) Dollars on or before 
March 1, 1934; and One Hundred Forty Thousand 
($140,000.00) Dollars on or before five (5) years 
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from date hereof, it being understood and agreed 
that all amounts paid by the said Buyers under the 
terms of this agreement shall be applied to and 
eredited upon the several installments of the pur- 
chase price as they mature and as hereinbefore pro- 
vided, and that in case said sums shall amount 
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to the full purchase price of said claims to be paid, 
as hereinbefore provided prior to the expiration of 
the term of this agreement, or upon full payment 
of said installments, to the said Sellers, according 
to the terms of this agreement, then the said Sellers 
shall execute a good and sufficient deed conveying 
to the [28] said Buyers all their right, title and 
interest in and to the lode mining claims, to the 
water and right of way for flume hereinabove par- 
ticularly referred to, clear of all encumbrances 
suffered or permitted by them. 

The Buyers may proceed at their own expense to 
patent at anv time they deem advisable any of the 
unpatented claims of said group in the name of 
the Sellers. The Sellers agree to cooperate and assist 
in obtaining such patents. 

Time is the essence of this agreement, and it is 
expressly agreed that in case of any violation bv 
the Buyers of any covenant herein contained, or 
upon their failure or refusal to carry out or comply 
with all of the terms and conditions of this agree- 
ment (labor strikes, injunction proceedings, or other 
outside interference, except weather, over which 
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said Buyers have no control excepted), the Sellers, 
at their election, may terminate this agreement. 

In the event of a default by the said Buyers in 
performing any of the conditions or covenants here- 
in set forth or should said Buyers default in making 
any of the payments herein provided for at the 
times and in the manner specified, the Sellers may, 
at their option, give notice to said Buyers of the 
termination of this agreement by depositing such 
notice in the United States Mail, registered and 
postage prepaid, addressed to the said Buyers at 
the mine and at the last known post office address 
given to said Sellers by said Buyers, and the de- 
positing of said notices and the affidavit by the 
Sellers or any of them that same have been de- 
posited shall be conclusive proof that the notices 
were given, and this agreement shall be terminated 
thereby at the option of the said Sellers. 

In the event of a default by the Buyers in the per- 
formance [29] of some covenant or condition in 
itself immaterial and of which default they may 
be unaware, the Sellers, before giving the notice as 
above set forth, will notify the said Buyers of the 
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default complained of and shall allow them thirty 
(30) days from the date of giving said notice in 
which to cure same and remedy said default or de- 
faults so complained of. 

In the event of the termination of this agree- 
ment by default the said Buyers shall have no claim 
against the Sellers of any kind or nature or compen- 


vs. Frank A. Garbutt, et al. 30 


sation for any labor performed, expenses imeurred 
or services rendered in connection herewith or here- 
under, and all machinery, tools and applances, fast 
or loose, placed upon said property by them or 
under this agreement shall remain upon said prop- 
erty as a part thereof and become the property of 
the said Sellers. 

It is understood and agreed that the said Buyers 
shall have the use of all buildings, machinery and 
equipment now on said premises but in the event 
of the termination of this agreement same are to be 
left in as good repair as they now are; necessary 
and usual wear and tear excepted. 

It is agreed that the said Buyers will not recora 
this agreement until they have paid at least Ten 
Thousand ($10,000.00) Dollars thereon, and should 
said agreement be recorded by them or by any one 
for or under them prior to the completion of the 
payments to the amount of Ten Thousand 
($10,000.00) Dollars, such recordation shall, at the 
option of the said Sellers, immediately terminate 
this agreement and this option shall be evidenced by 
the recordation of the declaration of such intention 
or desire by the said Sellers. 

All payments to be made to the said Sellers by 
the said [80] Buyers hereunder shall be made to 
their order at the Citizens National Trust and Sav- 
ings Bank of Los Angeles. 

This instrument shall be binding upon the heirs, 
assigns and suecessors of the respective parties 
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hereto but before the said Buyers shall assign same 
they will notify the said Sellers of such intention 
and at the time of such assignment will obtain for 
the Sellers in form satisfactory to them a written 
agreement in which their assignees accept the same 
responsibility as the Buyers have hereunder, and 
said Buyers shall not be relieved from their liability 
hereunder even in event of an assignment unless 
specific consent thereto is given in writing by the 
said Sellers. 
(page) -8- 


In event of the insolvency of the Buyers or of 
their successors and assigns, or in the event, that 
proceedings in involuntary bankruptcy are brought 
against them, said Sellers may, at their option, ter- 
minate this lease. 

In Witness Whereof the parties hereto have here- 
unto set their hands and seals the day and date 
first above written. 

CHANDIS SECURITIES COMPANY 
By (Signed) HARRY CHANDLER, 

President. 
(Signed) M. N. CLARK 
(Signed) ALICE CLARK RYAN 

Sellers. 
(Signed) RUSSELL F. COLLINS 
(Signed) BEN L. COLLINS 

Buyers. [31] 


us. Frank A. Garbutt, et al. 37 


State of California, 
County of Los Angeles—ss. 


On this 13th day of July A.D., 1932, before ine, 
Rose B. Coidarrens, a notary public in and for the 
said county and state, residing therein, duly com- 
missioned and sworn, personally appeared Harry 
Chandler, known to me to be the President, of Chan- 
dis Securities Company, the corporation described 
in and which executed the above instrument, and 
also known to me to be the person who executed it 
on behalf of the corporation therein named, and he 
acknowledged to me that such corporation executed 
the same. 


In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year 
in this certificate first above written. 

(Signed) ROSE B. COIDARRENS 


My commission expires February 8, 1935. 


State of California, 


County of Los Angeles—ss. 


On this 13 day of July, A.D, 1932, before me, 
Rose B. Coidarrens, a notary public in and for the 
said county and state, residing therein, duly com- 
missioned and sworn, personally appeared M. N. 
Clark, Alice Clark Ryan, Russell F. Collins and 
Ben L. Collins, known to me to be the persons whose 
names are subscribed to the above instrument, and 
acknowledged that they executed the same. 
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In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year 
in this certificate first above written. 

(Signed) ROSE B. COIDARRENS 


My commission expires Feb. 8, 1935. [32] 
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Hixlan ip 2 
Supplemental Agreement 


Referring to that certain agreement of sale made 
July 13, 1932, by and between the Chandis Securities 
Company, M. N. Clark and Alice Clark Ryan, of 
Los Angeles, California, hereinafter described as 
the Sellers and Russell F. Collins of Seattle, Wash- 
ington and Ben L. Collins, of Spokane, Washington, 
hereinafter designated as the Buyers, in which the 
Sellers agree to sell to the Buyers that certain min- 
ing property located in Mono County, known as the 
Lob Cabin property, more particularly described in 
sald agreement which is hereby made a part hereof, 
said parties agree to and with each other to modify 
same as follows: 

Whereas on page 4, paragraph 4 of said agree- 
ment, the Buyers agreed, among other things, to 
sink the existent vertical shaft from a depth of 125 
feet to a total depth of 250 feet or to the point of 
its intersection with the vein, and 
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Whereas in the sinking of said shaft the Buyers 
encountered sufficient water to make the pumping 
thereof very expensive, and 

Whereas they are desirous of substituting other 
worth therefor, and propose, in lieu of the sinking 
of said shaft to the said depth, that they run an 
adit level, which they believe will be not less than 
1200 feet in length, from the surface to said vein 
at or near the point where it would be intersected by 
said shaft and at a depth to where it will strike the 
ledge not less than said 250 feet in depth from the 
surface, and 

Whereas the said Sellers are agreeable to this 
substitution, 

Now, Therefore, in consideration of the agree- 
ment of said Buyers, and their successors in 1n- 
terest, the Mutual Gold Corporation, that they will 
run said adit level in accordance with [83] all of 
the general terms as set forth in said original con- 
tract, the Sellers hereby consent that said original 
contract shall be amended so as to permit the run- 
ning of said level instead of the sinking of said 
shaft, and further agree that the Buyers may sink 
what is known as the North winze on the vein as 
far as they desire to sink same. 

The work upon said adit level shall be carried 
on upon the same terms and conditions as to the 
amount of work to be performed as applied to the 
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sinking of the said shaft. 

The sellers agree also that in event the Buyers 
run the completed adit level as agreed to the point 
where it intersects said vein that they will extend 
the time of said contract of July 13, 1932, for an 
additional period of nine (9) months. 

Whereas, further, the Buyers have erected a mill 
upon said property in the anticipation of the com- 
pletion of said shaft by or before this time, and 

Whereas, further, they are desirous of operating 
said mill for the purpose of testing same and for 
the purpose of determining its adaptability to save 
the values contained in the ore from said property, 
and 

Whereas, under the existing contract of July 13, 
1932, they do not have the privilege of milling ore 
except as therein provided. 

Now Therefore, in consideration of the premises 
and of the covenants and agreements in this modi- 
fication contained, the said Sellers agree that when 
desired by the Buyers and on reasonable notice from 
them in order to enable the Sellers to send a repre- 
sentative to supervise this work, that the Sellers 
will allow the Buyers to mill enough ore from said 
property to [84] test said mill but not to exceed an 
amount, however, necessary to produce gold to the 
value of approximately $1000.00, and the Buyers 
will pay the cost of such representative, which cost 
shall be his actual expenses and not to exceed $10.00 
per day for such time as he puts in on the property. 

In consideration of the above, the Sellers agree 
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to the substitution of the work of running the adit 
level to the intersection of the vein in heu of the 
sinking of said shaft and the Buyers agree to per- 
form said work in accordanee with all of the terms 
of said contract, which it is agreed between the 
parties hereto is modified only to the extent of this 
Supplemental Agreement and otherwise shall re- 
main in full force and effect. 

In Witness Whereof, the parties hereto have here- 
unto set their hands and seals the 28th day of April, 
1934. 

CHANDIS SECURITIES COMPANY 

(Signed) HARRY CHANDLER 

President. ‘ 


M. N. CLARK 
ALICE CLARK RYAN 
Sellers. 


RUSSELL F. COLLINS 
BEN L. COLLINS 
Buyers. 


MUTUAL GOLD CORPORATION 
By RUSSELL F, COLLINS 
President 
Successors in interest to the Buyers. 
(page) -2- 
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Exhibit, °£3”’ 

This Agreement, made and entered into this 29th 
day of August, 1936, by and between Mutual Gold 
Corporation, a corporation, party of the first part, 
and J. A. Vanee, party of the second part, Wit- 
nesseth: 

That Whereas, the party of first part is contem- 
plating the raising of approximately the sum of 
$30,000 to place its mining property, located near 
Mono Lake, California, in operation; and 

Whereas, the party of the second part has agreed 
to assist in the raising of said amount to the extent 
which he has heretofore advised the board of di- 
rectors of the party of the first part; and 

Whereas, the party of the first part has agreed, 
if said fund is raised, the party of the second part 
shall serve as general Inanager under certain terms 
and conditions; now, therefore, 

It Is Agreed as follows, to-wit: 

That the party of the second part is hereby em- 
ployed as general manager of the party of the first 
part, with full and complete authority for and on 
behalf of the party of the first, part to expend the 
sum of $30,000 to place the mine of the party of 
the first part in production and to pay such obliga- 
tions which shall have been ineurred by the com- 
pany in connection with said property during the 
months of August and September, 1936. 

That the party of the second part shall remain 
as general manager of the property of the first part 
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after the said mine shall have been placed in pro- 
duction and during the operation of said mine until 
such time as the said sum of $30,000 shall have 
been fully repaid to parties advancing said funds 
to the [36] party of the first part, in accordance 
with the terms of such agreement as shall be made 
by first party with parties advancing said funds. 
(paige) —1— 


‘That the party of the second part shall serve 
without any compensation whatsoever, except that 
he shall be entitled to full reimbursement for all 
expenses which he shall incur in connection with 
his position as general manager, which said ex- 
penses shall be paid monthly. 

That party of the second part shall employ M. J. 
Keiley as a mining engineer upon said property if 
he is able to make satisfactory arrangements with 
him; but if not, party of the second part shall 
have the right to employ such mining engineer as 
he may select with the approval of the board of di- 
rectors of the first party. 

That in the event of the death, resignation or in- 
ability of the party of the second part to act as the 
general manager, those subscribing for the said 
sum of $30,000 shall have the right to designate a 
new general manager and the party of the first part 
agrees to employ such general manager as may be 
designated; and in connection with the designation 
of such general manager, if those raising said funds 
are unable to agree in the selection of the general 
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manager, those advancing a majority in amount of 
the funds shall have the right to designate the new 
general manager to be appointed im the place and 
stead of the said party of the second part. 

That the said funds so raised for the purpose of 
placing the said mine in production shall be placed 
in a special fund of said corporation and may be 
withdrawn only upon the check of the party of the 
second part for and on behalf of said [387] corpora- 
tion, or such other party as the party of the second 
part may designate; but m the event the party of 
the second part shall designate any other person, ex- 
cept G. F. Ferbert or such other party as may be 
suitable to first party, to withdraw said funds, the 
party of the second part shall be responsible for 
the withdrawal thereof. 
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That the party of the second part, shall incur no 
personal liability for any matter or thing whatever 
which he may do for and on behalf of this corpora- 
tion while acting under the terms of this contract, 
and as general manager of said corporation, and 
shall incur no personal liability for any contracts or 
obligation which he may meur for and on behalf of 
the party of the first part, while acting as general 
manager of the party of the first part, nor shall 
second party be hable for any mistakes or errors in 
judgment or any omissions of any character while 
acting as general manager of first party as herein 
provided. 
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In Witness Whereof, we have hereunto set out 
hands and seals the day and year in this instrument 
first above written. 


MUTUAL GOLD 
CORPORATION 


By J. E. STLEGLER, President 


Attest: E. FUSON, Secy. 
First Party 
J. A. VANCE 
Second Party 


The foregoing contract is hereby approved by 
the following as directors of Mutual Gold Corpora- 
tion, a corporation: 

J. EK. STIEGLER 

W. L. GRILL 

RUSSELL F,. COLLINS 

J. A. VANCE 

R. P. WOODWORTH 
FRED P. FREEMAN [88] 


EXHIBIT “4” 

Referring to that certain agreement made the 
13th day of July, 19382, by and between the Chandis 
Securities Company, M. N. Clark and Alice Clark 
Ryan, therein designated as the Sellers in which 
agreement said Sellers agree to sell to Russell I’. 
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Collins and Ben L. Collins, designated therein as 
the Buyers, that certain property known as the Log 
Cabin Mines situated in Mono County, Cahfornia, 
and more particularly described in said agreement, 
which said agreement for the purposes herein is 
hereby made a part hereof, and which said agree- 
ment was, with the consent of the Sellers, assigned 
to and assumed by Mutual Gold Corporation: and; 

Referring to that certain Supplemental Agree- 
ment made April 28, 1934, by and between the same 
parties. 

The same are hereby modified and amended as 
follows this Sth day of October, 1936. 

For and in consideration of the widertaking and 
agreement by the Mutual Gold Corporation, the as- 
signee of said Buyers to spend upon said property 
the additional sum of Thirty Thousand ($30,000.) 
Dollars under the direction of said Mutual Gold 
Corporation, as hereimafter set forth, the Chandis 
Securities Company and Alice Clark Ryan, for 
herself and as assignee of M. N. Clark, hereby agree 
to and with the Mutual Gold Corporation to modify 
said agreement as follows: 

The Sellers will allow to the corporation the sum 
of Hight ($8.00) Dollars per ton to pay the ex- 
penses of mining and milling all ore taken out im 
development work below the ore reserved in the 
contract of July 18, 1932, down to the drifts exist- 
ing on that date, approximately one hundred Twen- 
tv Five (125) feet below the collar of the present 
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main working shaft and within the extreme North 
and South faces as they existed on the 13th [89] 
day of July, 1932, provided that this work consists 
of raises and levels and that the raises are not 
closer to each other than two hundred (200) feet 
aud the levels ave not closer than one hundred (100) 
feet to each other, and 

Provided further, that all receipts in excess of 
Kight ($8.00) Dollars per ton from mining and 
milling of said ores from this work shall be paid 
to the Sellers to apply upon the purchase price 
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hereunder, and under said original contract of July 
13, 1932, and 

Provided further, that the corporation may, as 
provided in the original contract, null any other ore 
outside of the herein described area, and should 
said corporation mill or mine any such, the allow- 
ance for mining and milling thereof shall be the 
same as set forth in the original contract, to-wit, 
Five ($5.00) Dollars per ton and that all excess 
over and above these amounts shall be paid to the 
Sellers as provided in said contract, and 

Provided further, that said Corporation shall 
not mill any of the ore prohibited in the original 
contract without the additional written consent of 
the Sellers being first had and obtained, and 

Provided further, that should the aggregate of 
these payments not amount to the sum of Ten 
Thousand ($10,000.00) Dollars on or before Novem- 
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ber 1, 1987, that the Corporation shall make up any 
such deficit, and 

Provided further, that should said payments from 
the milling and marketing of ores as aforesaid not 
amount to Ten Thousand ($10,000.00) Dollars for 
the years ending November 1, 1938, November 1, 
1939, and’ November 1, 1940, that the Corporation 
will in like manner make up such deficit on account 
ot the pur- [40] chase price so that the Sellers will 
receive the minimum sum of Ten Thousand ($10,- 
000.00) Dollars during each of said years, and 

Provided further, that the remainder of the pur- 
chase price shall be payable on or before November 
1, 1941. 

The Corporation warrants to the Sellers, as a 
partial consideration for this amendment, that it 
has on deposit Fifteen Thousand ($15,000.00) Dol- 
lars in the Old National Bank At Spokane, Wash- 
ington, Which money can be drawn only upon the 
order of J. A. Vance, its general manager, and only 
for the purpose of carrying on the work aforesaid, 
and that it has Fifteen Thousand ($15,000.) Dol- 
lars more subseribed for this purpose which will 
be available upon ten (10) days’ call to be used 
for the same purposes and in the same manner, and 
that the expenditures of said total of Thirty Thou- 
sand ($30,000.00) Dollars for the purposes as here- 
in set forth, to-wit, mining, milling and developing 
said property by the Alutual Gold Corporation 
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under the advice and supervision of capable man- 
agement is guaranteed by said Corporation. 
Should the Mutual Gold Corporation fail to keep 

any and all of the provisions of this modification 
agreement, the Corporation may, at its option, ter- 
minate same by giving notice to the Sellers of its 
desire so to do, in which event said original agree- 
ment shall stand in all respects as though this modi- 
fication agreement had not been made. 

CHANDIS SECURITIES COMPANY 

By HARRY CHANDLER 
And 
ALICE CLARK RYAN 
Sellers 


Accepted this 10th day of October, 1936. 
MUTUAL GOLD CORPORATION 


By J. A. VANCE, 
V. Pres. [41] 


EXHIBIT ‘5”’ 
PRODUCTION CERTIFICATE 


For value received, the undersigned, a Washing- 
ROM COTMONTOMe UOTCES LOMIAY TO caccclicasccssccescstecmsecsecseonen 
(CHS SUNIL OLE ae er Dollars, 
without interest, out of net production receipts ac- 
cruing from the sale of ores from its mining prop- 
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erty, before any dividends shall be declared or paid 
by it upon its capital stock, and in no other manner 
whatsoever, except that in case of a voluntary or 
involuntary sale of its mining property, any bal- 
ance unpaid hereon shall be paid out of the pro- 
ceeds thereof before any distribution shall be made 
to its stockholders. 

‘‘Net Production Receipts’’ hereinbefore referred 
to shall be construed to mean such receipts as shall 
remain after deducting therefrom all of the costs 
of producing, handling and milling said ore, neces- 
sary corporation expenses and taxes, a reasonable 
sum for imine development, such sum ag the Board 
of Directors shall determine may be necessary fo1 
the purchase and/or payment of necessary nuning 
equipment, and payments on account of the pur- 
chase price of said mining property by royalty or 
otherwise. 

All sums which the undersigned shall have for 
the retirement of this and similar certificates shall 
be apphed pro-rata upon the same. 

The execution of this certificate has been author- 
ized by resolution of the Board of Directors. 


Dated this ........... day of January, 1938. 
MUTUAL GOLD CORPORATION 
Uf... gs 
Vice President 
Attest: 


Secretary [42] 
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Memorandum of Agreement between Mutual Gold 
Corporation organized under the laws of the State 


of Washington, with its principal place of business 


at Spokane, and operating solely near Leevining, 


Mono County, California, heremafter called the 
Seller, and Frank A. Garbutt, of Los Angeles, here- 
inafter called the Buyer, Witnesseth 


The Seller, through its duly authorized represet- 


tatives, states to the Buyer that it requires further 


equipment to make said property properly profit- 


able as follows: 


le 


10. 


or 


Bringing in electric power from Leevining 


Greinacomeod@e, 2Yo mies... cee $11,000.00 
Electric Hoist complete with motor and 

EDUC, UC, ee eo ee een 7,000.00 
ice or skip aiid mine*ars.............--.. 1,500.00 
Ball Mill, 100 tons eapacity, ineluding 

HUGE, CUCL iS eeu Op nS nese ore a OO 7,000.00 
(CHESS OVC 0) ee at 3,000.00 


Cyanide equipment, ineluding tanks, motor 
and equipment capable of handling 100 tons 
cil ly eR OO ca ceo cacg ee 25,000.00 


6 inch pipe line, 5000 feet and installation 
thereof, to carry tailings to impounding 
Chey aE OIE nns,, AAC ee 3,000.00 


500 eubie foot compressor, with motor, ete. 4,000.00 


Additional building to house new machin- 
ery, including coverage for cyanide tanks... 3,000.00 


New. bunkhouses and addition to cook 
I WSUS st le ap RI ee 1,500.00 


Assay office and equipment. eee 1,000.00 
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12. Enlargement of present ore bins at shaft 
VINK esc V0 2 (Ue nea. se 1,000.00 


13. Payroll, truck hauling, cement, sand, ete. 
for 60 days during installation of above..... 10,000.00 


14. Payment due on property Nov. 1, 1988......... 10,000.00 


Totabs.. 5. $84,000.00 
[+3] 


The Seller and Buyer agree to cooperate in in- 
vestigating and determining whether more suitable 
milling equipment than that above described and 
recommended by the Seller can be obtained and 
if, in the opinion of the Buyer, such proves to be 
the case, he may, at his option, alter the specifica- 
tions of the milling equipment accordingly. 

The Seller agrees to sell to the Buyer and to 
forthwith transfer to him the contract owned by it 
dated July 18, 1932, with the Chandis Securities 
Company, M. N. Clark and Alice Clark Ryan for 
the purchase of the Log Cabin Mine and the group 
of mining’ claims contiguous thereto, subject to all 
modifications of said contract, which contract and 
its modifications are, for purposes of description 
and otherwise, hereby made a part hereof; included 
in this sale are all other property, personal and real, 
belonging to the Seller now on or adjacent or tribu- 
tary to, or used in connection with said Log Cabin 
Mine and its group. 

The Seller agrees to forthwith transfer its title 
to said property, real and personal, to Frank <A. 
Garbutt. 
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In consideration of this agreement and the trans- 
fer above set forth, the Buyer agrees to do the fol- 
lowing things: 

J. Furnish $10,000. to make the payment due 
the owners of the Log Cabin Mine November Ist, 
1938, before its due date. 

2. Organize as soon as possible a corporation of 
such capital stock as he may desire and forthwith 
transfer to said corporation all titles received by 
him hereunder as soon as said Corporation 1s quali- 
fied to hold same, issuing all of its Capital Stock 
fully paid therefor. 

As a part of the consideration for the transfer 
of said title to it, such corporation shall econtempo- 
raneously therewith or immediately thereafter agree 
that it will not sell or part [44] with the title to 
any real estate referred to herein nor any part 
thereof, without either (a) the written consent of 
the Seller herein; or (b) the vote of a majority of 
the directors of the corporation duly authorized or 
approved by its stockholders; or (¢) its bankruptcy ; 
or (d) a two-thirds vote of its stockholders; and the 
by-laws will carry a clause substantially setting 
forth this condition in the language above and that 
this provision of the By-laws shall not be amended 
except by the vote of sixty (60%) per cent of the 
outstanding stock or a unanunous vote of the entire 
board of directors. 

o>. Forthwith transfer one-half of its total au- 
thorized Capital Stock less one controlling share, 


54 Helen M. Sutherland, et al. 


to the Seller, which stock shall carry with it the 
right to a full minority representation on the Board 
of Directors of the corporation to be formed. 

4. Furnish additional funds to a minimum of 
$100,000, including the above mentioned $10,000. 
to said corporation to be formed, as needed by it to 
equip said Log Cabin Mine with a mill of an esti- 
inated capacity of one hundred (100) tons daily 
or more, a suitable hoist and to bring in electrical 
power, and for such other equipment and supples 
as appear advisable, including payment of taxes 
and the protection of titles. ? 

5. Take care of all further payments falling due 
to the owners of said Log Cabin Mine group 
amounting to $120,000. in all. 

6. Proceed with the work of properly equipping 
said property as rapidly as conditions will pernut 
unless prevented by weather, strikes or other en- 
cumstanees not controlled by the Buyer. 

7. At the Buyer’s option to advance additional 
funds should [45] such advances, in the opinion of 
the Buyer, become necessary or advisable. 

5S. Furnish the Seller with proper and detailed 
monthly statements of the operations of the Cor- 
poration to be formed. 

9. ‘The Buyer agrees to cooperate with the Sel- 
lers im any reasonable way in protecting its and 
its stockholders’ interest in order that the smallest 
shall receive benefits proportionate to the largest. 

For all advances made by him the Buyer shall 
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be entitled to be repaid out of any profits or funds 
available from the operation of said property or 
sale or other disposition of the property, but not 
otherwise. 

When the Buyer has performed all acts herein- 
above set forth which are obligatory hereunder he 
shall be deemed to have fulfilled this contract and 
his hability shall cease. 

The Buver may also terminate his hability here- 
wider at any time after furnishing the first $10,- 
QUO specitied herein by notifying the Seller of his 
desire so to-do and by placing his fifty (50%) per 
cent of the stock plus the one controlling share ob- 
tained by the Buyer hereunder, in escrow with the 
Title Insurance and Trust Company or with any 
responsible bank selected by the Buyer with irre- 
vocable instructions to deliver it to the Seller when- 
ever and as soon as the money from net profits or 
from its dividends or from the Seller sufficient to 
repay the Buver has been received by the trustee 
for the benefit of the Buyer. And should the Buyer 
(or, in event of his death, his estate) fail from any 
cause to perform his part of this agreement he 
hereby agrees to deposit said stock in escrow in 
the same manner as in this paragraph provided and 
under the same terms and conditions as though 
the Buyer were terminating [46] his hability. 
Should said Buyer withdraw as above or fail to 
perform his agreement as above provided, the Sel- 
ler shall have the right to elect a majority of the 
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board of directors, and such board shall have the 
right to immediately elect new officers, both con- 
ditioned upon (a) the repayment to the Buyer of 
the monies advanced by him, or (b) the securing of 
same by a first hen upon the assets of the corpora- 
tion subject only to its contract of purchase of July 
13, 1932, or, at the option of the Buyer he may elect 
at any time before or while said stock 1s in escrow 
to accept in full payment for all money advanced 
by him such pro rata of said stock as said ad- 
vances bear to one hundred thousand dollars. While 
the Buyer retains such control he agrees to vote 
upon all matters arising as appears to the best in- 
terests of the corporation. 

It is the intention of both the Seller and Buyer 
that in event of such withdrawal by the Buyer he 
shall be entitled to the retuan of his advances out 
of profits only or out of funds derived from the 
sale of said property or from the sale of the stock 
obtained by the Seller hereunder should the Seller 
sell the property or stock to third parties after hayv- 
ing obtained title thereto by reason of the with- 
drawal of the Buyer. 

This right to repayment shall extend only for such 
advances as ave made in accordance with this con- 
tract and the Buyers herein shall not be entitled 
to repayment for any further or additional ad- 
vances unless or until he has secured the written 
approval of the Seller thereto. In computing net 
profits actual operation expenses only shall be con- 
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sidered and no charge shall be made on account of 
officers’ salaries, interest or capital expenditures. 
[47] 

While such stock is in eserow it shall be voted 
by the Buyer, and its dividends shall go to the 
Buyer until his advances have been repaid and any 
dividends received by him shall apply upon such 
repayment. 

The Buyer or his representatives, will consult at 
all reasonable times with the Seller before making 
any unusual or extraordinary outlays not contem- 
plated herein and further agrees, msofar as his 
control of the enterprise is concerned, to use his 
best judgment in carrying on the operations con- 
templated. 

In witness whereof the said Seller has hereby 
caused its name to be subscribed by its President 
thereunto duly authorized by its board of Direc- 
tors this 2nd day of September, 1938, and its offi- 
cial seal to be affixed, and the said Buyer has here- 
unto subseribed his name and affixed his seal as of 
the date aforesaid. 


MUTUAL GOLD CORPORATION 


By J. E. STEIGLER 
FRANK A. GARBUTT [48] 
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DP Ose MMe 7 
MINING DEED 

This Indenture, Made this 21st day of September, 
A.D. 1938 between Mutual Gold Corporation, a cor- 
poration authorized to do business in the State of 
California as a foreign corporation of the County 
Oiepe ere. PN VU 200). (011 een party of the first 
part, and Frank A. Garbutt of the County of Los 
Angeles and State of California, party of the sec- 
ond part, withesseth: 

That the said party of the first part, for and in 
consideration of the sum of One and no/100ths 
($1.00) and other valuable considerations Dollars 
Gold Coin of the United States, to it in hand paid 
by the said party of the second part, the receipt 
whereof is hereby acknowledged, has Granted, Bar- 
gained, Sold, Remised, Released, and forever Quit- 
claimed, and by these presents does Grant, Bargain, 
Sell, Remise, Release and forever Quit-Claim unto 
the said party of the second part, his heirs and as- 
signs, the following lode mine claims as located, sur- 
veyed, recorded and held by said part... of the first 
part, Log Cabin, Log Cabin #1, Loe Cabin 2.23 
Log Cabin #3, Log Cabin #4, Log Cabin #5, Log 
Cabin #6, Log Cabin #7, Log Cabin #8, Millsite, 
New Year #2, Federal #1, Federal #2, Log Cahin 
Annex, Tamarack, Ovo, Burke Fraction, Summit 
Extension, Summit Extension #1, Summit Exten- 
sion #2, Summit Extension #3, Summit Extension 
#4, Summit Extension #5, Lakeview, Lakeview 
#1, Lakeview #2, Lakeview #3, Gunsight, Gun- 
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sight #1, Gunsight #2, Gunsight #3, Timber 
Slope, Contact, Contact #1, Mutual Gold Lode, 
Mutual Gold Lode #1, Dome and Dome #1. in 
——........ Mining District, Mono County, State of 
Cahformia, together with all the dips, spurs and 
angles, and also all the metals, ores, gold and silver 
bearing quartz, rock and earth therein, and all the 
rights, privileges and franchises thereto incident, 
appendant and appurtenant, or therewith usually 
had and enjoyed; and also all and singular the [49] 
tenements, hereditaments and appurtenances there- 
unto belonging, or in anywise appertaining, and the 
rents, issues and profits thereof; and also all the 
estate, right, title, interest, property, possession, 
claim and demand whatsoever, as well in law as in 
equity, of the said party of the first part, of, in or 
to the said premises and every part and parcel 
thereof, with the appurtenances. 

To have and to hold, all and singular, the said 
prenuses, together with the appurtenances and privi- 
leges thereto incident, unto the said party of the 
second part, his heirs and assigns forever. 

In testimony whereof, the said party of the first 
part has hereunto set its hand and seals the day and 
vear first above written. 

Signed, sealed and delivered in the presence of 

MUTUAL GOLD CORPORATION, 
a corporation 
By J. KE. STEIGLER, 
President. 


Attest: 
EK. FUSON, 


Secretary 
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State of Washington, 
County of Yakima—ss. 

J, the undersigned, a notary public in and for the 
above named County and State, do hereby certify 
that on the 22 day of September, 1938, personally 
appeared before me, J. k. Stiegler, to me known to 
be the President of the Corporation that executed 
the within and foregoing instrument and acknowl- 
edged the said instrument to be the free and volun- 
tary act and deed of said corporation, for the uses 
and purposes therem mentioned, and he on oath 
stated that he was authorized to exeeute said instru- 
ment and that the seal affixed is the corporate seal 
of said corporation. 

In witness whereof, I have hereunto set my hand 
and affixed my official seal the day and year first 
above written. 

(Notarial Seal) 

A. M. OTTO 
Notary Public in and for the State of Washington, 
residing at Natches. [50] 


BXRAIBIY Ss” 
ASSIGNMENT OF CONTRACT 
IXnow all men by these presents that in considera- 


tion of the sum of One Dollar and other valuable 
considerations in hand paid, receipt of which is here- 


vs. Frank A. Garbutt, et al. 61 


by acknowledged, Mutual Gold Corporation, a cor- 
poration, authorized to do business as a foreign cor- 
poration in the State of Califormia, do hereby sell, 
assign, transfer and set over unto Frank A. Gar- 
butt all of its right, tithe and interest in and to that 
certain contract dated July 18, 1932, between Chan- 
dis Securities Company, M. N. Clark and Alice 
Clark Ryan as the Sellers and Russell F. Collins 
aud Ben L. Collins as the Buyers, together with all 
modifications and agreements supplemental thereto. 
In witness whereof the assignee herein hereunto 
sien same by its duly authorized officers and affixes 
the corporate seal the day and vear first above 
written Sept. 21, 1938. 
MUTUAL GOLD CORPORATION, 
a corporation 
By J. KE. STEIGLER 
President 
Attest: 
E. FUSON 
Secretary 


State of Washington, 
County of Yakima—ss. 

T, the undersigned, a Notary Public in and for 
the above named County and State, do hereby cer- 
tuiy that on this ....... day of September, 1958, per- 
sonally appeared before me J. i. Steigler to me 
known to be the President of the corporation that 
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executed the within and foregoing instrument and 
acknowledged the said instrument to be the free and 
voluntary act and deed of said corporation, for the 
uses and purposes therein mentioned, and he on 
oath stated that he was authorized to [51] execute 
said instrument and that the seal affixed is the cor- 
porate seal of said corporation. 

In witness whereof 1 have hereunto set my hand 
and affixed my official seal the day and year first 
above written. 
| AWN. O20 
Notary Public in and for the State of Washington, 

residing at Natches. [52] 


GROUT  e 
BILL OF SALE 


Know all men by these presents, that Mutual 
Gold Corporation, a corporation, authorized to do 
business in the State of California, as a foreign 
corporation, the party of the first part, for and in 
consideration of the sum of One and no/100ths 
($1.00) and other valuable considerations Dollars, 
to it in hand paid by Frank A. Garbutt the party 
of the second part, the receipt whereof is hereby 
acknowledged, does by these presents grant, bargain, 
sell, convey and confirm unto the said party of the 
second part, his executors, administrators and as- 
signs, the followmg described personal property, 
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located and being in County of Mono, State of Cali- 
fornia, to-wit: 

All of the mining machinery, tools and equipment 
of every kind and character belonging to the party 
of the first part, together with all supplies of every 
nature belonging to said first party, also the follow- 
ing automotive equipment: 


One Chevrolet 144 ton truck, Motor 
#'T-3783707 

One Chevrolet 144 ton truck, Motor 
#'T-4480353 

One Dodge 3 ton panel body truck Motor 
#GB-20184, Ser, #113491 

One Ford Closed Cab pick-up truck Motor 
#1391644 


To have and to hold the same to the said party 
of the second part, his executors, administrators and 
assigus, forever. 

And Mutual Gold Corporation, a corporation does 
for its heirs, executors and admmiistrators, covenant 
and agree to and with the said party of the second 
pait, his executors, administrators and assigns, to 
warrant and defend the sale of such property, goods 
and chattels hereby made unto the said party of the 
second part, his executors, and assigns, against all 
and every persons whomsoever, lawfully claiming or 
to claim the same. [53] 
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In testimony whereof, we have hereunto set our 
hands and seals the 22 day of Sept. in the year of 
our Lord, one thousand nine hundred and 38. 


(Cor. Seal) 
MUTUAL GOLD CORPORATION, 


a corporation 
By J. k. STEIGLER 
President 
and 
ik, FUSON 


Secretary 


Signed, Sealed and Delivered in presence of 


State of Washington, 
County of Yakima—ss. 

On this 22 day of September, 1938, before me, a 
Notary Pubhe in and for the above named County 
and State, personally appeared J. EK. Steigler to me 
known to be the President of the corporation that 
executed the within and foregoing instrument, and 
acknowledged the said instrument to be the free and 
voluntary act and deed of said corporation, for the 
uses and purposes therein mentioned, and on oath 
stated that he was authorized to execute said in- 
stiument and that the seal affixed is the corporate 
seal of said corporation. 
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In witness whereof I have hereunto set my hand 
and affixed my official seal the day and year first 
above written. 

[Notarial Seal] A. M. OTTO 
Notary Public in and for the State of Washington, 

residing at Natches. 


No. 988 State of California 
County of Mono—ss. 


Filed for record at request of David 14. Hinckle 
on the 7th day of Nov. 1938 at 55 minutes past 9 
A. M. 

GEO. C. DELURY, JR., 
County Recorder 
By GRACE J. BRANDON 
Deputy 
Recorded in Book 14, page 322, Official Records. 
[54] 


Exhibit ‘‘10”’ 
Los Angeles, Cal., Oct. 31, 1988 


Mutual Gold Corporation: 

Referring to that certain contract entered into 
with you on September 2, 1938, and again upon Sep- 
tember 22, 1938 I hereby withdraw from same as 
it is therein provided that I may do and I also 
elect to, and do hereby terminate my lability there- 
under. 
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IT have fully performed my part of said contract 
to date and admit and agree that you likewise will 
have wholly performed said contract on your part 
as soon as you give me the security contemplated 
therein. 

If you are in accord, I suggest that, in addition 
to this formal notice which terminates said con- 
tract, we enter into the following agreement to ter- 
minate same by mutual consent. 

FRANK A. GARBUTT 


Receipt of the foregoing notice is hereby acknowl- 
edged and accepted as of the date hereof, October 
31, 1938. 

MUTUAL GOLD 
CORPORATION 
By W. L. GRILL 
G. H. FERBERT 


This Agreement Made this 1st day of November, 
1938, by and between the Mutual Gold Corporation, 
a corporation organized under the laws of the State 
of Washington, the Party of the First Part, and 
Frank A. Garbutt, of Los Angeles, California, the 
party of the Second Part, Witnesseth: 

That For and in Consideration of the sum of 
$10.00 mutually in hand paid, the receipt of which 
is hereby acknowledged, and [55] in consideration 
of the mutual promises and agreements herein- 
after contained, the parties hereto do hereby agree 
to and with each other as follows, to-wit: 
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1. Both parties agree that the certain contract 
entered into by them on September 2 and Septem- 
ber 22, 1938, is hereby by mutual consent, abro- 
gated, terminated and ended as fully and complete- 
ly as if it had never been entered into and that the 
same is and shall be of no further force and effect, 
and that neither party thereto shall hereafter take 
any benefit or benefits therefrom or meur any lia- . 
bility thereunder, thereby or therefrom, and each 
of the parties hereto, hereby releases the other from 
any claim or claims thereunder of every name or 
nature whatsoever. | 

2. The party of the second part has advanced, 
and contracted with third parties to advance certain 
sums of money for the benefit, of the first party, in- 
cluding $11,000 for the construction of a power 
line, the purchase of certain machinery, the pay- 
ment of wages, ete., all of which has been or will 
be evidenced by proper vouchers or other satis- 
factory proof. 

3. The party of the second part further agrees, 
upon demand, to advance the additional sum of 
$10,000 to make a payment falling due to the own- 
ers of the Log Cabin Mines and such additional 
monies as may be necessary to pay for any ma- 
chinery, material, supphes, labor or other expendi- 
tures heretofore made by the party of the second 
part or hereafter made by him at his option at the 
request or with the consent, of the party of the 
first part. 

4. ‘The party of the first part agrees that, in con- 
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sideration for the money advanced and the money 
to be advanced, it will give to the party of the second 
part its notes, due one day after date, drawing 6% 
interest until paid, and that the party of the second 
part may and shall hold title to the real and [56] 
personal property heretofore conveyed to him by 
said party of the first part in trust as security for 
the payment of said notes. 

do. The party of the second part hereby acknowl- 
edges that he holds the titles to the real estate and 
personal property heretofore conveyed to him by 
the party of the first part, in trust for the benefit 
of said party of the first part but subject to and 
as security for the repayment to the party of the 
second part of the monies advanced and to be ad- 
vanced by him for the benefit of said party of the 
first part and/or for the benefit of the said property 
which consists of what is known as the Log Cabin 
Mines and the machinery, equipment and tools there- 
on, both fast and loose, which property is more 
fully deseribed in the documents of transfer here- 
tofore made by the party of the first part to the 
party of the second part, reference thereto being 
had and which are hereby made a part, hereof for 
all purposes of this agreement. 

6. Should the party of the first part organize or 
cause to be organized or acquire a Corporation to 
take over and hold said property in which corpora- 
tion it owns all of the Capital Stock, the party of 
the second part will, on demand, transfer said prop- 
erty subject to his claim against it to such corpora- 
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tion, and accept contemporaneously therewith a 
pledge of all of its stock as security for his said 
notes and immediately thereafter, and as soon as 
possible said party of the first part will execute and 
deliver to the party of the second part such docu- 
ments as may be necessary, proper and sufficient to 
evidence and establish said indebtedness of record. 

In Witness Whereof the parties hereto have here- 
unto set their hands and affixed their seals the year 
and day first above written. 


MUTUAL GOLD 
CORPORATION 


By W. L. GRILL 


And G. H. FERBERT 
FRANK A. GARBUTT [57] 


HOCEREB ET “11.7 


This Agreement, made and entered into as of the 
17th day of December, 1938, by and between Mutual 
Gold Corporation, organized and existing under the 
laws of the State of Washington and authorized to 
do business in California, hereinafter called the 
Party of the First Part, Frank A. Garbutt, of Los 
Angeles, California, hereinafter called the Party of 
the Second Part, and Log Cabin Mines Company, 
a California corporation, hereinafter called the 
Party of the Third Part, Witnesseth: 
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That Whereas, heretofore, to-wit, upon Septem- 
ber 2nd and again upon September 22nd the First 
Party entered into an agreement with Second Party 
relating to the developing and equipping of the Log 
Cabin group of mmes and mining claims located 
near Leevining, Mono County, California, and held 
by First Party under a certain contract to pur- 
chase from the Chandis Securities Company, M. N. 
Clark and Alice Clark Ryan, dated July 13, 1932, 
together with all existing modifications of said con- 
tract, which, with its modifications, is hereinafter 
designated as the contract, in which the property 
that is the subject of this agreement is fully de- 
scribed, and which said contract for the purpose 
of description and for all other purposes of this 
agreement is hereby made a part hereof; and 

Whereas, under said agreements of September 
2nd and/or September 22nd the First Party did 
transfer to Second Party said contract together with 
all other real property owned and controlled by it 
mn that locality, and all of its machinery, tools and 
personal property used in connection therewith, (all 
of said real property and interests therein and said 
personal property being hereinafter designated as 
the property) ; and 

Whereas, said transfer, while absolute in its terms, 
was 1n trust nevertheless, for the purposes of said 
agreements of [58] September 2nd and 22nd and 
particularly for the purpose of facilitating and in- 
suring the transfer of said contract and 
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said property to a corporation to be formed; and 

Whereas, before the formation of such corpora- 
tion the Second Party elected to withdraw from 
said contracts of September 2nd and 22nd as there- 
in provided and terminate his liability thereunder 
and upon October 31, 1938, did in writing, so with- 
draw, having fully fulfilled his obligations up to 
the time of said withdrawal; and 

Whereas, thereafter, to-wit: upon the Ist day 
of November, 1938, the First Party entered into 
an agreement with Second Party agreeing that 
such withdrawal should be by mutual consent and 
fixing the status of the parties, which said agree- 
ment of November 1 is hereby made a part. hereof ; 
and 

Whereas, the First Party was reluctant to have 
the Second Party withdraw and is desirous of con- 
tinuing the association and the Second Party is 
willing to do so upon terms offered by First Party 
which are similar to, and substantially accomplished 
the same results contemplated in said contracts 
which have been terminated but in a different way 
more satisfactory to both of the parties hereto; 
and 

Whereas, First Party is the owner of said con- 
tract and said property, subject to future payments 
to be made to the sellers thereof, and subject to 
the indebtedness owing to the Party of the Second 
Part; and 

Whereas, First Party is without funds to equip 
and develop said property and is desirous that the 
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same be done without any unnecessary delay; and 

Whereas, First Party believes that said property 
should be [59] equipped substantially as follows, at 
the estimated cost set forth: 


bo 


on 


~| 


(page) —2— 
Bringing in electric power from Leevining 
or Doc Wodeem2ts Illes... eee $11,000.00 
Electric hoist complete with motor and 
SMU UO oC eye eee al en 7,000.00 
@aee or Skip and mie cars 1 ca 1,500.00 
Ball mill, 100 tons capacity, ineluding 
[EYOYO RM 81 0. 7,000.00 
Classifier completers. eee 3,000.00 


Cyanide equipment, including tanks, motor 
and equipment eapable of handling 100 
CL OTiSmec aly wee. ee ee ee 25,000.00 
6-inch pipe line, 5,000 feet and installa- 
tion thereof, to earry tailings to impound- 
a a a ae 3,000.00 
500 enbie foot compressor, with motor, ete. 4,000.00 


Additional building to house new machin- 
ery, including coverage for cyanide tanks 3,000.00 


New bunkhouse and addition to cook 
IOUS Cee ee ee ee, 1,500.00 


ASSAY Off1CO ANC CUTPTIVCTIE...eeeesescscneeseesnreessesee 1,000.00 


Enlargement of present ore bins at shaft 
SAUCMPNEIee eee ee ee 1,000.00 


Payroll, truck hauling, cement, sand, ete. 
for 60 days during installation of above..... 10,000.00 


Payment due on property November 1, 
Lalo ny IN. ERR, NE. Oe 10,000.00 
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And Whereas, of the above list the Second Party 
has heretofore furnished the following items or the 
money therefor, for which First Party is now in- 


debted, 
il. 


te 


ae 


14. 


to-wit: 


Eleetrie hoist (plus cost of hauling, foun- 
dations and installation, at this time un- 
JEDORGV)). <a ae cee ae 


[Boepeeie: | Lin Sais ee eR rl 
Payments on pipe line (increased to 8-inch) 


Compressor (less hauling, foundations and 
MVS ell eM) ee go 8 oe ea ence re eee cette A 


. Payrolls, hauling cement, materials, heat- 


ers and other necessary expenses, approxi- 
TDYSEEN HCE ager ce eee sec ere 


Payment due to owners November 1, 1938 


1,225.00 
11,000.00 


1,600.00 


[60] 


3,000.00 


10,000.00 


Total, approximately 


(Hage) 3 


And Whereas, the Party of the First Part owns 
and controls the Party of the Third Part, the Log 
Cabin Mines Company, a California corporation, 
with an authorized capital of $10,000 of a par value 
of $1.00 per share; 

Now Therefore, in consideration of the premises 
and in consideration of the sum of Ten ($10.00) Dol- 
lars mutually in hand paid, the receipt whereof is 
hereby acknowledged, and in consideration of the 
promises, covenants and agreements hereinafter set 
forth, the parties hereto do hereby agree to and with 
each other as follows, to-wit: 
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1. The parties of the First Part and Second 
Part agree to cooperate in investigating and de- 
termining whether more suitable equipment, than 
that above described and recommended by First 
Party can be obtained, and if, in the opmion of the 
Second Party such proves to be the case, he may, at 
his option, alter the specifications of such equipment 
accordingly. 

2. First party agrees to purchase for cash all 
of the capital stock of the Third Party, which has 
a permit from the Corporation Commission of Cali- 
fornia, to sell the same to First Party. 

3. First Party agrees to give and does hereby 
sive to Third Party a firm option to purchase said 
contract and property for the sum of Ten ($10.00) 
Dollars and the other benefits herein set forth, sub- 
ject, however, to any claims, liens or indebtedness 
owing to Second Party but reserving to First Party 
[61] from this option the tailings now on a por- 
tion of said property below the mill and also re- 
serving from this transfer the surface of the ground 
upon which said tailings are located and for the 
purpose of securing this option in event the Third 
Party exercises same by the majority vote of its 
Board of Directors, said First Party agrees and 
does hereby agree, acknowledge and confirm that 
Second Party holds the titles to said contract and 
said property, first, as securing the payment to him 
of all monies advanced or to be advanced by him 
hereunder and, second, for the purpose of trans- 
ferring same to Third Party subject, to such in- 


us. Frank A. Garbutt, et al. 15 


debtedness if and when Third Party elects to exer- 
cise said option. 
(page) —4— 


4. First Party hereby gives and grants to Sec- 
ond Party a firm option to purchase a majority of 
the stock, to-wit 5001 shares of the capital stock 
of Third Party for the total sum of $5001.00 and in 
order to protect said Second Party in the right to 
purchase same, First Party has delivered or has 
authorized the delivery of said 5001 shares of stock 
into escrow to be delivered to the Second Party if 
and when he exercises said option and pays the 
$5001.00 specified to be paid therefor by the payment 
of $5001.00 to the First Party, or, at the option 
of Second Party, he may exercise said option by 
paying or crediting either First or Third Party 
with said amount of $5001.00 upon any advances 
heretofore or hereafter made by Second Party for 
the benefit of either First or Third Party or for 
the benefit of said property and/or contract. See- 
ond Party may exercise said option at anv time 
prior to the termination of this contract and while 
said stock is in escrow and tuntil Second Party has 
been repaid in full, he shall vote [62] said stock as 
herein otherwise provided. 

5. Party of the Second Part agrees to loan or 
advance to the Party of the Third Part from time 
to time as or before needed, funds to a minimum of 
Ninety-five Thousand ($95,000.00) Dollars, for the 
protection and development of said property and 
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the property covered by said contract, and for equip- 
ment, as needed by Third Party to equip said Log 
Cabin Mine with a mill of an estimated capacity of 
one hundred (100) tons daily or more, as herein 
set forth, and/or the payment of its debts incurred 
by or to Second Party, which said minimum of 
€95,000.00 
(Dake) —5— 


shall inchide sums for which the Party of the First 
Part is now obligated to the Party of the Second 
Part, and which said obligation shall, upon the 
completion of this contract, and the exercise of the 
option by the Party of the Second Part to purchase 
said 5001 shares of stock of the Party of the Third 
Part, cease to be the obligation of the Party of the 
First Part, and become the obligation of the Party 
of the Third Part to the Party of the Second Part; 
said advances to be repaid with interest, at the rate 
of ten (10%) per cent per annum, but said interest 
in any event not to total more than Five Thousand 
($5,000.00) Dollars, regardless of the time elapsing 
before the repayment of said advances; and all of 
said advances, together with said interest, to be 
payable only out of the first profits or funds avail- 
able, as and when they accrue and become available 
from the operations or sale or other disposition of 
the said Mines, and/or contract and property to be 
conveyed to and owned by the Party of the Third 
Part, hereunder, but not otherwise to be repaid. 

6. That as one of the principal reasons for the 
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entering [63] into this contract by the parties here- 
to is the protection of the stockholders and more 
especially the small stockholders of the First Party, 
in order that their rights shall be preserved while 
the property is being developed and placed upon a 
paying basis for their proportionate benefit, there- . 
fore it is further agreed that should the First Party 
be forced into insolvency or should any creditor or 
creditors obtain judgment against it or its prop- 
erty which threatens to extinguish the rights of its 
small stockholders or take their equities from them, 
then and in such event, anything to the contrary 
contained herein notwithstanding, the Second Party 
shall have the option at any time thereafter to de- 
clare all monies advanced by him due and payable 
and proceed to recover the same by due process of 
law. 
(page) -—0— 


The Second Party agrees: 

7. To proceed with the work of properly equip- 
ping said property as rapidly as conditions will 
permit unless prevented by weather, strikes or other 
circumstances not controlled by the Party of the 
Second Part. 

8. At the option of the Second Party to take 
eare of all further payments to the owners of said 
Log Cabin Mine group, amounting to $120,000.00 in 
all which fall due during the life of this agreement. 

9. At the option of the Party of the Second 
Part to advance additional funds over and above 
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said minimum of $95,000.00 should such advanees, 
in the opinion of the Party of the Second Part, 
become necessary or advisable. 

10. The Party of the Third Part hereby agrees, 
immediately upon the conveyance of said contract 
and property to it, to execute and deliver to the 
Party of the Second Part a first lien [64] upon said 
contract and property, subject to the balance due 
the owners upon said contract as security for the 
said advances of the Party of the Second Part made 
to the Party of the First Part herein, and all fur- 
ther advances thereafter made by the Party of the 
Second Part to the Party of the Third Part; and 
the Party of the Third Part further agrees to exe- 
cute from time to time such documents as are neces- 
sary and proper to assure said hens, together with 
all renewals thereof which may be required from 
time to time by the Party of the Second Part. 

11. The Party of the Second Part may at any 
time terminate his hability hereunder by notifying 
the Party of the First Part and said escrow holder, 
in writing, that he does not desire to proceed fur- 
ther hereunder, and the liability of the Party of 
the Second Part to make any further advances here- 
under, except for debts heretofore incurred by him 
for the Party of the Third Part, shall immediately 
cease and terminate; and in the event of such termi- 
nation, all of said stock belonging to the said Party 
of the Second Part in the Party of the Third Part, 
should he 


(pace) i 
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have exercised his option hereunder to purchase 
same, shall be held by said escrow holder for the ben- 
efit of the Party of the First, Part and be delivered 
to it as soon as and whenever all of the advances 
theretofore made by the Party of the Second Part 
shall have been repaid to him, plus the total interest 
charges hereinbefore set forth and the further pay- 
ment of One ($1.00) Dollar for the said 5001 shares 
of the party of the Third Part held in escrow as 
aforesaid. 

12. In the event that the Party of the Second 
Part shall fail, neglect or refuse to proceed further 
with the contract or give written notification of his 
termination of liability here- [65] under, then the 
Party of the First Part shall have the right to 
elect a majority of the Board of Directors of the 
Party of the Third Part and such Board shall have 
the right to immediately elect new officers of the 
Party of the Third Part, both conditioned upon the 
repayment to the Party of the Second Part of the 
monies advanced by him. 

At the option of the Party of the Second Part 
he may elect at any time before or while said stock 
is In escrow to aceept in full payment for all monev 
advanced by him such pro rata of said stock as said 
advances and money paid for stock bear to One 
Hundred Thousand Dollars at which time he mav 
complete said advances then remaining unmade. 

13. It is the intention of all of the parties here- 
to that should the Party of the Second Part with- 
draw as herein provided or should he fail, negleet 


89 Helen M. Sutherland, et al. 


or refuse to proceed further with the contract that 
he shall be entitled to the return of such advances 
as he may have made or may make, out of profits 
only or out of funds derived from the sale of said 
property or from the sale of the stock obtained by 
the Party of the First Part hereunder should the 
Party of the First Part and/or the Party of the 
Third Part sell the property or stock to third par- 
ties after having obtained title thereto by reason 
of the withdrawal of the Party of the Second Part 
but notwithstanding such intention and 
Cle —= 


m event of such contingencies should the funds de- 
rived from the sources above mentioned be insuf- 
ficient to repay said advances to the Party of the 
Second Part within the times hereinafter speci- 
fied, then and in that event the Parties of the First 
Part and Third Part agree that they will repay to 
the Party of the Second Part, all such advances not 
in excess of Fifty Thousand [66] ($50,000.00) Dol- 
lars within one (1) year and all advances in ex- 
cess of Fifty Thousand ($50,000.00) Dollars within 
two (2) vears thereafter, or after such withdrawal, 
anything in this contract to the contrary notwith- 
standing. - 

In computing net profits actual operating ex- 
penses only shall be considered and no charge shall 
be made on account of officers’ salaries, interest or 
capital expenditures. 
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14. This mght to repayment shall extend only 
for such advances as are made in accordance with 
this contract and the Party of the Second Part, 
herein shall not be entitled to repayment for any 
further or additional advances unless or until he 
has secured the written approval of the Party of 
the First Part, thereto. 

15. The Party of the Second Part, or his repre- 
sentatives, will consult at all reasonable times with 
the Party of the First Part before making any un- 
usual or extraordinary outlays not contemplated 
herein, and further agrees, insofar as his control 
of the enterprise is concerned, to use his best judg- 
ment in carrying on the operations contemplated. 

16. That while said 5001 shares of the stock of 
the Party of the Third Part under option to or be- 
longing to the Party of the Second Part is in es- 
crow, as aforesaid, it shall be voted by the Party of 
the Second Part and all dividends thereon shall be 
paid to the Party of the Second Part until his ad- 
vances have been entirely repaid, and any dividends 
received by the Party of the Second Part shall 
apply upon such repayment. 

While the Party of the Second Part retains the 
control he agrees to vote upon all matters arising as 
appears to the best interests of the corporation. 

17. That the capital stock of the Party of the 
Third Part [67] shall not be increased until all of 
said advances made by the Party of the Second Part 
are repaid in full. 

(page) —9— 
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18. The Party of the Third Part agrees that it 
will not dispose of its contract or real property, 
nor any part thereof, without at, least one of the 
following things as a condition precedent thereto, 
either 

(a) The written consent of the Party of the First 
Part. 

(b) The vote of a majority of the directors of 
the Log Cabin Mines Company, duly authorized or 
approved by a two-thirds vote of its stockholders. 

(c) The bankruptcy of the said Party of the 
Third Part. 

(d) By the unanimous vote of the entire Board 
of Directors of the Party of the Third Part, duly 
approved or authorized by a majority of its stock- 
holders. 

19. The Party of the Third Part agrees to fur- 
nish the Party of the First Part with proper and 
detailed monthly statements of its operations. 

20. The Party of the Third Part agrees that 
until the advances made by the Party of the Second 
Part have been repaid in full and until the owners 
have been paid in full, it will pay no salaries to its 
officers and directors, and, in any event, it will 
pay no salaries, bonuses or other emoluments ex- 
cept for actual work done or services performed at 
their fair value. 

21. The Party of the Second Part agrees that 
after being secured, as provided in paragraph num- 
bered 10, he will, upon the demand of the Party 
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of the First Part, forthwith release any and all 
hens or claims that, he has against the 4999 shares 
of stock belonging to the Party of the First Part 
in the Party of the Third Part. [68] 

2 In the event the Party of the First Part 
becomes dissatisfied with the manner in which the 
Party of the Second Part is carrying out this con- 
tract it agrees to state to him in 

(page) —10— 


writing its cause of dissatisfaction and give him 
ninety (90) davs in which to cure same, before 
taking any action in regard thereto. 

23. It is further agreed that the Party of the 
Second Part incure no personal Hability hereunder 
for errors in judgment or for failure to do any 
thine or perform any act herem set forth to be 
done or performed. 

In Witness Whereot, the Parties of the First 
Part and Third Part have caused these presents to 
be duly executed by thei authorized officers and 
their corporate seals to be hereunto affixed, and the 
Party of the Second Part has hereunto set his 
hand and seal, the day and vear first above writ- 
ten. 

[Seal ] MUTUAL GOLD 

CORPORATION 
By J. E. STEIGLER 
President 
Attest: E. FUSON 
Secretary 
Party of the First Part. 
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FRANK A. GARBUTT 
Party of the Second Part. 


LOG CABIN MINES 


COMPANY 
1) a ee... 
President 
PNCUC CIT IMOE ee 
Secretary 
Party of the Third Paw 


[69] 
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The consideration for this deed is less than a 

hundred dollars. 
Mining Deed 

This Indenture, made this 10th day of April, 
1939, between Mutual Gold Corporation, a corpora- 
tion organized and existing under the laws of the 
State of Washington and authorized to do business 
in the State of California, party of the first part, 
and Log Cabin Mines Company, a corporation or- 
ganized and existing under the laws of the State 
of Califorma and having its principal place of 
business in the County of Los Angeles, State of 
California, party of the second part, 

Witnesseth: that the said party of the first part, 
for and in consideration of the sum of five dollars 
($5.00) lawful money of the Umted States to it in 
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hand paid by the said party of the second part, 
the receipt of which is hereby acknowledged, has 
granted, bargained, sold, remised, released, and 
forever quit-claimed, and by these premises does 
erant, bargain, sell, remise, release and forever 
quit-claim unto the said party of the second part, 
and to its successors and assigns, the following lode 
mining claims situated in the County of Mono, 
State of California, as said claims are located, sur- 
veyed and recorded: 
Log Cabin, Log Cabin No. 1, Log Cabin No. 
2, Log Cabin No. 3, Log Cabin No. 4, Log 
Cabin No. 5, Log Cabin No. 6, Log Cabin No. 
7boe Gain Nows; Muillsite, New Year No. 2, 
Federal No. 1, Federal No. 2, Federal No. 3, 
Log Cabin Annex, ‘Tamarack, Oro, Burke Frac- 
tion, Summit Extension, Summit Extension 
No. 1, Summit Iextension No. 2, Summit Ex- 
[70] tension No. 3, Summit Extension No. 4, 
Summit Extension No. 5, Lakeview, Lakeview 
No. 1, Lakeview No. 2, Lakeview No. 3, Gun- 
sight, Gunsight No. 1, Gunsight No. 2, Gun- 
sight No. 3, Timber Slope, Contact, Contact 
No. 1, Mutual Gold Lode, Mutual Gold Lode 
No. 1, Dome, and Pome No. 1. 


Together with any and all other claims and real 
properties owned by said party of the first part in 
said Mono County, and together with all the dips, 
spurs, and angles, and also all the metals, ores, 
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gold and silver-bearing quartz, rock, and earth 
therein, and all the rights, privileges, and fran- 
chises thereto meident, appendant, and appurte- 
nant, or therewith usually had and enjoyed; and 
also all and singular the tenements, hereditaments, 
and appurtenances thereunto belonging, or in any- 
Wise appertaining, and the rents, issues, and prof- 
its thereof; and also all the estate, right, title, in- 
terest, property possession, claim, and demand 
whatsoever, as well in law as in equity, of the 
said party of the first part, of, in or to the said 
prenuses, and every part and parcel thereof, with 
the appurtenances. 

To have and to hold, all and singular, the said 
premises, together with the appurtenances, and priv- 
ileges thereto incident, unto the said party of the 
second part, its successors and assigns forever. 

Reserving, However, to the Party of the First 
Part from this deed the tailings now on a portion 
of said property below the mill situated on said 
property, and also reserving from this deed to the 
party of the first part the surface of the ground 
upon which said tailings are located. 

In Witness Wheveof, the said party of the first 
part has hereunto set its hand and seal, by its 
proper officers thereunto dwy authorized, on the 
day and in the year first above written. [71] 


[ Corporate MUTUAL GOLD 
Seal ] CORPORATION 
By J. k. STIEGLER, 
President 


and by C. T. ORR, Secretary 


vs. Frank A. Garbutt, et al. 87 


State of Washington 
County of Spokane—ss: 

1, the undersigned, a Notary Public i and for 
the above-named county and state, do hereby cer- 
tify that on this 10th day of April, 1939, person- 
ally appeared before me C, 'T. Orr, to me known to 
be the secretary of said Mutual Gold Corporation, 
and they acknowledged the said instrument to be 
the free and voluntary act and deed of said cor- 
poration, for the uses and purposes therein men- 
tioned, and they on oath stated that they were au- 
thorized to execute said instrument and that the 
seal affixed thereto is the corporate seal of said 
corporation. 

In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year 
first above written. 


[Notarial E. D. WELLER 
Seal} Notary Public in and for the 
State of Washington, residing: at 
Spokane. 


State of Washington 
County of King—ss. 

I, the undersigned, a Notary Public in and for 
the above named county and state, do hereby cer- 
tify that on this 8th day of April, 1939, personally 
appeared before me J. PT. Stiegler, to me known to 
be the President of the Mutual Gold Corporation, 
the corporation that executed the within and fore- 
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going instrument, and he acknowledged the said 
instrument to be the free and voluntary act and 
deed of said corporation, for the uses and pur- 
poses therein mentioned, and he on oath stated that 
he was authorized to execute said instrument and 
that the seal affixed thereto is the corporate seal of 
said corporation. 

In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year 
tirst above written. 


[ Notarial A. Bb. BOWES 
Seal | Notary Public in and for the 


State of Washington, residing at 
Seattle. [72] 


EIST 7 
Bill of Sale 

know All Men by These Presents, that Mutual 
Gold Corporation, a corporation, authorized to do 
business in the State of California and organized 
and existing under the laws of the State of Wash- 
ineton, the party of the first part, for and in con- 
sideration of the sum of five dollars ($5.00) to it in 
hand paid by Log Cabin Mines Company, a cor- 
poration organized and existing under the laws of 
the State of California, the party of the second 
part, the receipt of which is hereby acknowledged, 
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does by these presents grant, bargain, sell, con- 
vey and confirm unto the said party of the second 
part, its successors and assigns, the following de- 
seribed personal property located and being im the 
County of Mono, State of California: 

All of the mining machinery, tools, and 
equipment of every kind and character belong- 
ing to the party of the first part, together with 
all supphes of every nature belonging to said 
first party, and also the following automobile 
equipment: One Chevrolet one-and-a-half ton 
truck, Motor No. 'T-3783707; one Chevrolet one- 
and-a-half ton truck, Motor No. T'-4480353; one 
Dodge three-ton panel body truck, Motor No. 
GB-20184, serial No. $113491; and one Ford 
Closed Cab pick-up truck, Motor No. 1391644. 


To have to and hold the same to the said party 
of the second part, its successors and assigns, for- 
ever. 

And Mutual Gold Corporation does, for its suc- 
cessors and assigns, covenant and agree to and with 
the said party of the second part, its successors and 
assigns, to warrant and defend the sale of said 
property, goods, and chattels hereby made unto 
said party of the first part, its suecessors and as- 
signs, against all and every person and persons 
whomsoever lawfully claiming or to claim the same. 


In Witness Whereof, said party of the first part 
has, by its proper officers thereunto duly author- 
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ized, subscribed its name and affixed its corporate 
seal on this 10th day of [73] April, 1939. 
[ Corporate MUTUAL GOLD 
Seal] CORPORATION 
By J. E. STIEGLER 
President 


and by C. T. ORR 
Secretary. 


State of Washington 
County of Spokane—ss. 


On this 10th day of April, 1939, before me, a 
notary public in and for the above named county 
and state, personally appeared C. T’. Orr, to me 
known to be the secretary of said Mutual Gold Cor- 
poration, and they acknowledged the said instru- 
ment to be the free and voluntary act and deed of 
said corporation, for the uses and purposes therein 
mentioned, and on oath stated that they were au- 
thorized to execute said instrument and that the 
seal affixed is the corporate seal of said corporation. 


In Witness Whereof, I have hereunto set my hand 
and affixed my official seal the day and year first, 
above written. 

[ Notarial Seal ] E. D. WELLER 
Notary Public in and for the State of Washington, 

residing at Spokane. 
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State of Washington 
County of King 


On this 8th day of April, 1939, before me, a no- 
tary public in and for the above named county and 
state, personally appeared J. E. Steigler, to me 
known to be the president of Mutual Gold Corpora- 
tion, the corporation that executed the within and 
foregoing instrument, and acknowledged the said in- 
strument to be the free and voluntary act and deed 
of said corporation, for the uses and purposes there- 
in mentioned, and on oath stated that [74] he was 
authorized to execute said instrument, and that the 
seal affixed is the corporate seal of said corporation. 

In Witness Whereof, I have hereunto set my hand 
and affixed my official seal the day and year first 
above written. 

[Notarial Seal] A. P. BOWES 
Notary Public in and for the State of Washington, 
residing at Seattle. 

No. 157 filed for record at the request of David E. 
Hinckle Apr. 18, 1939, 30 minutes past 9 o’clock 
A. M. 

GRACE J. BRANDON 
County Recorder 
Recorded in Book 15, page 31 Official Records. 
[75] 
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EXHIBIT ‘ia’ 
Mining Deed 

This Indenture, made this 21st day of July, 1939, 
between Frank A. Garbutt of the County of Los An- 
geles, State of California, a single man, party of the 
first part, and Log Cabin Mines Cmpany, a corpora- 
tion organized and existing under the laws of the 
State of California and having its principal place 
of business in the County of Los Angeles, State of 
California, party of the second part. 


Witnesseth 


That the said party of the first part, for and in 
consideration of the sum of five dollars ($5.00) law- 
ful money of the United States to him in hand paid 
by the said party of the second part, the receipt of 
which is hereby acknowledged, has remised, released, 
and forever quitclaimed, and by these presents does 
remise, release and forever quitclaim unto the said 
party of the second part, and to its successors and 
assigns the following lode mining claims situated in 
the County of Mono, State of California, as said 
claims are located, surveyed and recorded. 

Log Cabin, Log Cabin No. 1, Log Cabin No. 
2, Log Cabin No. 3, Log Cabin No. 4, Log 
Cabin No. 5, Log Cabin No. 6, Log Cabin No. 7, 
Log Cabin No. 8, Millsite, New Year No. 2, Fed- 
eral No. 1, Federal No. 2, Federal No. 3, Log 
Cabin Annex, Tamarack, Oro, Burke Fraction, 
Summit Extension, Summit Extension No. 1, 
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Summit Extension No. 2, Summit Extension 
No. 3, Summit Extension No. 4, Summit Ex- 
tension No. 5, Lakeview, Lakeview No. 1, Lake- 
view No. 2, Lakeview No. 3, Gunsight, Gun- 
sight No. 1, Gunsight No. 2, Gunsight No. 3, 
Timber Slope, Contact, Contact, No. 1, Mutual 
Gold Lode, Mutual Gold Lode No. 1, Dome and 
Dome No. 1. 


Together with all the dips, spurs, and angles, and 
also all the metals, ores, gold and silver-bearing 
quartz, rock and earth therein, and all the rights, 
privileges, and franchises thereto incident, append- 
ant, and appurtenant, or therewith [76] usually had 
and enjoyed; and also all and singular the tene- 
ments, hereditaments, and appurtenances thereunto 
belonging, or in anywise appertaining, and the rents, 
issues and profits thereof; and also all the estate, 
right, title, interest, property, possession, claim, 
and demand whatsoever, as well in law as in equity, 
of the said party of the first part, of, in, or to the 
said premises and every part and parcel thereof, 
with the appurtenances. 

No have and to hold, all and singular, the said 
premises, together with the appurtenances and priv- 
ileges thereto incident, unto the said party of the 
second part, its successors and assigns forever. 

Reserving, However, to the Party of the First 
Part from this deed the tailings now on a portion 
of said property below the mill situated on said 
property. and reserving also to said party of the 
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first part from this deed the surface of the ground 
upon which said tailings are located. 

In Witness Whereof, the said party of the first 
part has hereunto subscribed his name on the day 
and in the vear first above written. 

PRANK A. GARBUTT 


State of California 
County of Los Angeles—ss. 


On this 21st day of July, 1939, before me, Althea 
IX. Hinckle, a notary public in and for said county 
and state, personally appeared Frank A. Garbutt, 
known to me to be the person whose name is sub- 
scribed to the within instrument, and acknowledged 
to me that he executed the same. 


Witness my hand and official seal. 
[Notarial Seal] ALTHEA K. HINCKLE. 


My commission expires May 20, 1940. [77] 


EXHIBIT ‘*15” 
Mining Deed 

This Indenture, made this 9th day of August, 
1939, between Mutual Gold Corporation, a corpora- 
tion organized and existing under the laws of the 
state of Washington and authorized to do busi- 
ness in the State of California, party of the first 
yart, and Loe Cabin Mines Company, a corpora- 
li 3 ¢ a 1 
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tion organized and existing under the laws of the 
State of California and having its principal place 
of business in the County of Los Angeles, State of 
Califomma, party of the second part, 


Witnesseth: 


That the said party of the first part, for and in 
consideration of the sum of five dollars ($5.00) 
lawful money of the United States to it in hand 
paid by the said party of the second part, the re- 
ceipt of which is hereby acknowledged, has granted, 
bargained, sold, rensed, released, and forever quit- 
claimed, and by these presents does grant, bargain, 
sell, remise, release, and forever quitclaim unto 
the said party of the second part, and to its sue- 
cessors and assigns, the following lode mining claims 
situated in the County of Mono, State of California 
as said claims ave located, surveyed, and recorded: 

Mutual Gold Lode No. 2, Mutual Gold Lode 
No. 3, Mutual Gold Lode No. 4, Mutual Gold 
Lode No. 5, and Mutual Gold Lode No. 6 


Together with any and all other claims and real 
properties owned by said party of the first part 
i. said Mono County, and together with all the 
dips, spurs, and angles, and also all the metals, ores, 
gold and silver-bearmg quartz, rock, and earth 
therein, and all the rights, privileges, and fran- 
chises thereto incident, appendant and appurte- 
nant, or therewith usually had and enjoyed; and 
also all and singular the tenements, hereditaments, 
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and appurtenances thereunto [78] belonging, or in 
anywise appertaining, and the rents, issues and 
profits thereof; and also all the estate, right, title, 
interest, property, possession, claim, and demand 
whatsoever, as well in law as in equity, of the 
said party of the first part, of, in, or to the said 
premises, and every part and parcel thereof, with 
the appurtenances ; 

To have and to hold, all and singular, the said 
premises, together with the appurtenances, and 
privileges thereto incident, unto the said party of 
the second part, its successors and assigns forever. 

(page) —1— 


Reserving, However, to the Party of the First 
Part from this deed any tailings that may be now 
oh any part of said above-mentioned five claims, 
aud also reserving from this deed to the party of 
the first part such parts, if any, of the surface of 
said claims as may have said tailings located there- 
on. 

In Witness Whereof, the said party of the first 
part has hereunto set its hand and seal, by its 
proper officers thereunto duly authorized, on the 
day and in the year first above written. 

[ Corporate Seal ] MUTUAL GOLD 
CORPORATION, 
By J. E. STEIGLER 
President 
anidsby Co Oak 
Secretary 
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State of Washington 
County of Spokane—ss. 


J, the undersigned, a notary public in and for 
the above named county and state, do hereby cer- 
tify that on this 10th day of August, 1939, person- 
ally appeared before me, C. 'T. Orr, to me known 
to be the secretary of said Mutual Gold Corpora- 
tion, and he acknowledged the said instrument to 
be the free and voluntary act and deed of said cox- 
poration, for the uses and purposes therein men- 
tioned, and he on oath stated that he was authorized 
to execute said instrument and that the seal affixed 
thereto is the corporate seal of said corporation. 

[79] 

In Witness Whereof I have hereunto set my hand 
and affixed my official seal the day and year first 
above written. 

| Notarial Seal] Kk. D. WELLER 

Notary Public, residing at Spokane, Wn. 


State of Washington 
County of Yakima—ss. 

I, the undersigned, a notary public in and for 
the above named county and state, do hereby cer- 
tify that on this 9th day of August, 1939, personally 
appeared before ine J. i. Steigler, to me known to 
he the president of Mutual Gold Corporation, the 
corporation that executed the within and foregoing 
instrument, and he acknowledged the said instru- 
ment to be the free and voluntary act and deed of 
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said corporation, for the uses and purposes there- 
in mentioned, and he on oath stated that he was 
authorized to execute said instrument and that the 
seal affixed thereto is the corporate seal of said 
corporation. 

In Witness Whereof, I have hereunto set my hand 
and affixed my official seal the day and year first 
above written. 

[ Notarial Seal] A.M. OTTO 
Notary Pubhe in and for the State of Washington, 

residing at Naches. 

No. 632. Filed for Record at the request of David 
F. Hinckle Aug. 17, 1939, 20 minutes past 9 o'clock 
A. M. 

GRACE J. BRANDON 
County Recorder. 
Recorded in Book 15, page 225 Official Records. 


[Endorsed]: Filed Dee. 20, 1939. [80] 


[Title of District Court and Cause. ] 
BILL OF PARTICULARS. 

The plaintiffs, in pursuance to the order of court 
dated February 19th, 1940, hereby furnish the de- 
fendants with the particulars requested in, and by, 
paragraphs 3, 4, 5, 6, 7 and 8 of defendants’ de- 
mand, to-wit: 
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ast: 

Tn addition to the averments stated im the com- 
plaint, and particularly in Paragraphs IX, XV, X 
and NVIIT thereof, allege that the circumstances 
constituting the frauds which are the basis of this 
action are: 

(a) August 6th, 1938, G. H. Ferbert and Rus- 
sell F. Collins, who were then directors of Mutual 
Gold Corporation, attended a meeting of the stock- 
holders of said corporation at Spokane, Washine- 
ton, and also a directors’ meeting on the same day, 
at which said meetings, with the consent, approval 
and authorization of Garbutt, they stated and rep- 
resented to the stockholders and [87] to the direc- 
tors that said Garbutt was willmg to make a deal 
with Mutual Gold Corporation that was a_ better 
deal than the proposal which had been made by 
Llovd J. Vanee, and which Vance proposal was 
substance, to take care, that is provide for the pay- 
ment of, all the creditors of Mutual Gold Corpora- 
tion, and develop the mine referred to in the com- 
plaint, for a half interest in said mine. Based on 
said representations of Ferbert and Collins, the di- 
rectors’ meeting was adjourned to meet August 138, 
1938 at Seattle, Washington. 

(b) Thereupon, and between August 6th, 1938 
and August 18th 1938, Ferbert and Collins went 
from Spokane to Los Angeles, where they met with 
Garbutt, and returned with a proposal purporting 
to be made by, and in the name of, Cecil B. DeMille, 
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but not signed, a true copy of which is attached 
hereto as Exhibit ‘‘A’’. Said unsigned proposal 
was, on August 13th, 1938, submitted to, and at, a 
meeting of the board of directors of Mutual Gold 
Corporation by Russell F. Collins, G. H. Ferbert 
and W. L. Grill, at which meeting all of the di- 
rectors of the company were present. The substance 
of such proposal was that the said DeMille was 
willing to agree that if Mutual Gold would execute 
a transfer of all of its assets to the said Frank <A. 
Garbutt as trustee, to be delivered to the corpora- 
tion on the completion thereof, he, DeMille, would 
form a corporation and execute to Mutual Gold 
Corporation fiftv per cent of said stock, less one 
share, in full payment for all of its assets. 

(c) August 16th, 1938, with the knowledge, con- 
sent, approval and authorization of said Garbutt, 
one M. J. Keilv went from Los Angeles to Seattle, 
where he met certain of the directors of Mutual 
Gold Corporation. Said meeting was private, and 
the identity of all of the directors attending said 
meeting with [88] Keily is not known to the plam- 
tiffs, but included J. E. Steigler and W. L. Guill. 
Following which, and on or about August 16th, or 
August 18th, 1938, with the knowledge, consent, an- 
proval and authorization of said Garbutt, the said 
W. L. Grill informed the directors, at a board 
meeting of Mutual Gold Corporation, that it was 
necessary to make a deal with Garbutt to transfer 
the assets of Mutual Gold Corporation unto him in 
order to save and avoid trouble with the owners in 
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respect to a claim of right by Garbutt, acting for 
the owners, to forfeit the contract of purchase, Ex- 
hibit ‘*1’’, contained in the complaint. 

(d) Thereafter, on or about August, 25th, 1938, 
the said Frank A. Garbutt caused to be issued a 
notice and claim of forfeiture of said purchase con- 
tract, as set out later in this bill of particulars. On 
or about August 26th, 1938, the said Frank A. 
Garbutt phoned from Los Angeles to the said W. IL. 
Grill, at the Vance Hotel in Seattle, that he, on 
behalf of the owners, insisted upon the forfeiture of 
the purchase contract for alleged breach thereof, and 
that he, for the owners, would refuse to accept pay- 
ment in full of the entire purchase price provided 
to be paid in said contract, all of which was com- 
municated by the said W. L. Grill to the board of 
directors of Mutual Gold Corporation, at a meeting 
held about August 27th, 1938, at which meeting 
Ferbert and Grill were present, and a resolution 
was adopted by the votes of Ferbert, Hickcox, 
Steigler and Grill as follows, to-wit: 

Resolved that this corporation accept the 
offer as embraced in the memorandum of con- 
tract prepared and submitted by Frank A. 
Garbutt, and that the president be and he is 
hereby authorized to execute the same provided 
that it be amended to include the following: 

1. That the titles to the property of the 
Mutual Gold Corporation be transferred to the 
buyer to be held [89] in escrow until the sum 
of $100,000.00 shall be paid imto the new cor- 
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poration to be organized to take titles to the 
said property ; 

2. That the seller shall, at all times through 
its stock interest, have a full minority repre- 
sentation on the board of directors of the cor- 
poration to be formed; 

3. That adequate provision be made by 
articles, by-laws and otherwise of the new co1- 
poration that said new corporation cannot sell 
its mining properties and equipment without a 
two-third vote of the stockholders of the com- 
pany, and that the directors shall not have the 
authority to make or dispose of said property 
without the prior approval of two- thirds of the 
outstanding capital stock of the new corpora- 
tion; 

4+. That in the event of the withdrawal by 
the buyer after it shall have advanced said 
$100,000.00 ov more, the seller shall have the 
right to elect a majority of the board of direc- 
tors and such board shall have the right to 1m- 
mediately elect new officers of the new cor- 
poration ; 


and that suitable provision be made for pay- 
ment of the open account creditors of the said 
Mutual Gold Corporation, and further that, in 
the event that said contract is executed the 
same be ratified by the stockholders of the com- 
pany. 
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(e) Plaintiffs further allege upon information 
and belief that the said Garbutt caused to be paid 
the traveling expenses of the said Ferbert and Col- 
lins from Spokane to Los Angeles and retum 
therefrom to Seattle, incurred by them during the 
week following August 6th, 1938. Concurrently 
therewith, the said Frank A. Garbutt, at times and 
under particular circumstances known to him and 
the said directors of Mutual Gold Corporation, did 
arrange to advance, and later did advance and pay 
the personal expenses of two of said directors, to- 
wit: Russell F. Collins and W. L. Grill, and did 
employ one of said directors, to-wit: Russell F. 
Collins, on a date unknown to plaintiffs, for ser- 
vices commencing about September 17th, 1938, and 
continuously thereafter, to work for him in the 
negotiation for, and execution of the several con- 
tracts and conveyances complained of herein, and 
m the operation of said mining property, and for 
said ser- [90] vices paid the said Russell F. Collins 
money, in amounts known to him and to the said 
Russel] F. Collins, but not known to plaintiffs. Also, 
the said Garbutt paid the traveling expenses of the 
said Collins for trips to and from Los Angeles and 
elsewhere in connection with the several negotia- 
tions and acts for the procurement and execution of 
the several contracts, conveyances and deeds under 
attack in the complaint, and charged the expense of 
all thereof to Mutual Gold Corporation. That the 
ledger account of the said Frank A. Garbutt con- 
tained items charged to Mutual Gold Corporation 
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for payments and advances made which included 


the following: 


September 27, 


September 20, 
October 6, 
October 12, 


October 19, 
November _ 5, 
November 17, 
November 21, 
November 25, 
November 25, 


January 19, 
February 28, 


That said item 


1938 


1938 
1938 
1938 


1938 


1938 


1938 


1938 


1938 


1938 


1939 
1939 


Russell F. Collins Traveling 
XD: jhe $ 50.00 


Miscellaneous Expense ................. 150.00 
Russell F. Collins services... 19.25 
Russell F. Collins Traveling 


2S | a aN i LAY ARO. , 20.00 
Russell EF. Collins — period 
ending 10/15... ae 50.00 
Russell F. Collins, Traveling 
eae. oe ee 129.55 
Russell F. Collins, Board, 
Room & Mileage U8 92.89 
Russell F. Collins, acct. haul- 
TROIS? (C10) SUH YC: eR 30.00 


Russell F. Collms, hauling 
machinery and pipe, on acct. 20.00 


Russell F. Collins, hauling 

machinery balance us 29.31 
Russell Collins on account........ 50.00 
Russell F. Collins Wages....... 20.00 


of September 20, 1930, $150., is 
listed as miscellaneous expense, whereas in truth and 
in fact it was paid to W. L. Grill as traveling ex- 
penses, and was so admitted, in the presence of 
Frank A. Garbutt, by Mr. Carter his accountant, at 
the time of, and in, the deposition of Frank A. Gar- 
butt given on or about August 25th, 1939. That all 
of said advances were made without any authority 
by Mutual Gold Corporation or its board of diree- 
tors, upon the initiation of Frank A. Garbutt, who 
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thereupon assumed to charge the same upon his 
ledger account against Mutual Gold. [91] 

All of the foregoing were, and are, circumstances 
and particulars accompanying, and part of, the 
several frauds which are the basis of complaint in 
this action, and are in addition to the facts, cir- 
cumstances and particular conveyances, deeds, bills 
of sale and contracts executed by and between the 
said Mutual Gold Corporation, Frank A. Garbutt, 
fog Cabin Mines Company and the several directors 
of each of said companies, 1n consummation of said 
frauds. All of said circumstances and particulars, 
which accompanied, constituted and were a part of 
said frauds as alleged in the complaint, are within 
the knowledge of the defendants. 


Second: 

In response to the fourth demand, to-wit: a more 
definite statement of what plaintiffs mean by their 
averment on page 4, lines 10 and 11, that they ‘‘de- 
veloped ore bodies in excess of one hundred twenty- 
five thousand (125,000) tons’’, plaintiffs allege that 
said averment means that mineralized rock of c¢om- 
mercial value to the amount of one hundred twenty- 
five thousand (125,000) tons had been demonstrated 
to exist in the place subject to be stoped, excavated 
and removed from the mine. 


Third: 
In response to the fifth demand plaintiffs allege 
that the names of the persons to whom the alleged 
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indebtedness mentioned in Paragraph VIII of the 
complaint was owing, are as follows: 
On open accounts about $1,284.93, to-wit: 


Agsociated Oil CO. kee eee $ 8.00 
hobert™ J). ‘Coles... 2... 175.00 
ie PUGONO 2. ccc. ee ee 237.60 
John WisiGraliame GeO 0..c2 eee ee 1.59 
[92] 

Thomas: Be, 1b. HAPS eo a ee 25.00 
OS EO acc ee 1093 
1G. Pe itton Histalier 30.00 
Went Rees clise = ee ee te. ee 116.14 
eewininomw@Warker 2-200 2 eee 153.96 
Iarshall Wetter Co......2 19.81 
Pacifie Telephone & Telegraph Co..........W0...... 225 
Help Cy ree ae ee 3.90 
lee oraene (CO. i.e eee eee ee eee 174 
State of California Unemployment.......... 53.30 
State of Washington Unemployment................ 4.86 
tiecess, Parsi rit tic 0 es eet eee 33.15 
LT OC OM OS cnet 20.83 
U. S. Government—Unemployment....... 61.88 
U.S. Government—Old AQ. ccceccsessesscseessee 32.81 
Western Union Telegraph Cowie 3.04 
Hie ae OCG ieee ee... 140.00 
$1,284.93 

On Payroll, $550.44, to-wit: 

TE ES OM Sic a $ 367.50 
ce), CSET 2 CON 0 ccs 182.94 


$ 550.44 
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To Stockholders on open accounts about $22,785.04, to- 
gether with accrued interest thereon at 6%, the exact 
amount of which these plaintiffs are unable to defi- 


nitely state at this time, to-wit: 


(Sh, JEL LEMGiD |S fe glee cea aes et nar On nn $ 436.90 
AY I. (Chet) | inn... ae re 77.00 
[be Lee Leo, ee nee ees nee 2 ee 176.50 
LOR SUCC) © Sate eee ane ee ee 3,000.00 
Rey tee ae OP re sins pak es ee cs al ste. 100.00 
fitemee) mr OU heal ONG a pe et re, 100.00 
Ln. ohh: AUREUS 18,592.30 
PNM ENAG ose es 302.34 

$22,785.04 


That there was also owing, on production notes, 
$1,807. with accrued interest thereon in the approxi- 
mate amount of $445.40. Said production notes were 
then owned and held, as plaintiffs are advised, be- 
heve, and therefore allege, by the respective parties 


in the respective amounts as follows: 


Number Name 
3 H. Robinson. ........ cosa EE eo $ 
4 Es TE ELLs %c Cert anaes 00s OO 
5 EOS = \OR S)i0 02): ner eer 
6 DCR, LE (a rer 
7 OTC CT er 8 oc ee 
9 Fee lleveiel: pete eo ine 
ile Eee Sea ONPOMOT 2... cca 
15 TD ae 
16 ite \ 0 Cie em eee ae Pe re 
20 SS) [Si eee ee 
24 Sle Je Se USVI eee 

Zo 1, hulled Des A 


26 IBlell rey 06) Le ee 


Amount 


50.00 
25.00 
50.00 

5.00 
15.00 
23.50 


[93] 
5.00 
20,00 
5.00 
25.00 


25.00 
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Number 


79 


92 


100 
102 
104 
107 
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Name Amount 
Chas. PJ G00 a7 eres cae 60.00 
W.N. Appleman. ee ee. 5.00 
Sod. Nerdnunit<2o <2 eee. eee 25.00 
Karl Mayield: 2.0.2. 60.00 
MP réeshwater 0.0.0. eee 40.00 
rich Richter ..2.....0... 50.00 
Helen Hierer 5.00 
Brel yrmomiine 2.08... eee 10.00 
Besse MIMO 1a acinus ee 5.00 
TS. cA, GA OR ec 19.00 
Aviveard Dirchinery (Cov.....cceuee 150.00 
Crise eS Gin ocho eee eee eae 140.00 
A eB EON CNet 10.00 
Dre? ommiteto. on eee. eee 50.00 
Gl SAO yc tonal oece ce ee 15.00 
Tete le ISO 7 vor aa oe 25.00 
Dic BTC, Cla... 0) amet ree 50.00 
WR. Stembenmem ces 39.00 
HOt Tee RAC @e way = ccot aa 5.00 
Robert. Jacopson 25 esc oea 20.00 
Jick Steeemmeipen 2c ek center 25.00 
JON MetensOnk .< 2 eee 115.00 
VEST, INIA CGE eee EE a. 32.50 
S eee NOdEM Ie. en eee r 20.00 
Alberts Hendéicottec.2 eee ee 50.00 
Nm G67 Oaks at [P72 = alm de noe eC 15.00 
bonne el Aer 5. ee 59.00 
LO al DMI LAE th ene ee 2: 50.00 
eS ON ere eee ee 25.00 
TD. Showalter: 2 eee 100.00 
OPA EE IBeyers...<. fume eevee 64.00 
Drie cee kit Sere. eee 25.00 
2b Chto... en ee 45.00 
Ue CD xe Sire 52s aches Ooh 15.00 
Minnie Rose ..... ot 10.00 
Ge A. Littkens....... 25.00 
Awylward Machinery Co.cc 25.00 


$1,807.00 
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There was also owing on production certificates 
$30,000. not due, payable out of net production re- 
ceipts accruing from the sale of ores from its min- 


ing property, or out of the profits of a voluntary 


or involuntary sale thereof, as set out nm the pro- 


duction certificates, a form copy of which is hereto 
attached, Marked Exhibit ‘*B’’, and made a_ part 


hereof, which production [94] certificates were then 
owned and held, as plaintiffs are advised, believe, 


and allege, by the following parties in the following 


respective amounts: 


Number 


Name Amount 
RUGOst RD Olive ee ee UL 00 
INetiem i ariie ld) 2: ee errr 6.00 
Ded aM te oes RA RON 0 VO ee 501.00 
Nig coeirs. 1 Grif oe. 3.00 
TEM, of Bet) US aa ey ear Or 150.00 
Ore ACODSOM 2 eee es ecg eh pee 5.00 
JNU oa) Eee] 5 Wil 6 eee loess eee 25.00 
abn ies EQ OLE 2 ee ee een tea 45.00 
Hirdelighi sw NISMIMUe 22.225. n 75.00 
PERC ete L Gis 2s se er ee on 30.00 
clea Ny 2 Obiland 2.5... cee a 3.00 
(OBEN ODE Sere ee ols ee aa 15.00 
eh LCC CMOE ON. cco cke cade a eee 20.00 
SOMOLeC INC OOMN 22a... ee 20.00 
Peer ea Boe BY 6 Cy sen 12.00 
eRe rete OWS ONC oo cccssetcsccsocecschdecxeccaicueencttce ee 12.00 
LS Le Mah RS a oer eee een 3.00 
Bee Gran eel One eee ee 1,000.00 
UNMe eee GWT Ob cere eae eet cee 90.00 
Melvin: Neola 22:23 12.00 
Pe Bie we Gib elo cite) Reem mea te ws eal ce mete ee 60.00 
ame iene sap elle eee 200.00 
(CCIE, EGY SSP Ses oO er ore 100.00 
RIOTMIMIROLOUSONG iia Bie ees 75.00 
NE aieme NOt tee i. adn eee eee ceases 27.00 
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Name Amount 

UW CMBOWBY oc 60.00 
Willred’ Berry — 60.00 
Jerome. 1 OUISEK, ccc eee 48.00 
Roberts dacousen a... 5.00 
WGR: Stones 99.00 
@emee Eberle: .c26s tine eee 45.00 
TINGGe: CON itige: eee cc 30.00 
AV els Clyro ee 24.00 
DEES geo) Laall s Bev) 2 ee en 9.00 
NON Ric hia SOs... 45.00 
Tiller ofiaist i=. ee pee ee 9.00 
Mcgee a D9 © al na er ee 300.00 
Cannas Daa tcc cca 1,002.00 
PA ee. ee 375.00 
Ae ee eee 300.00 
HOt S.A aecees -5e ae ee  ee 475.05 
CDSS AS: ...ccqtetes oe a eee ee 112.50 
| DV Sears UC) ( CE ena i eS pea Soot 500.00 
Robert @ Ble... 2229 2 ow. 150.00 
PERO SUEY ce ee enna el, 12503 
Liowise WoOWWWard 2.8.5 oneness 1,000.00 
Wlios. «Aveo... eee 20.00 
Gasper Geo. Re@e@@ond nnn 102.00 
NEN 5 Breet =) Gl 206 Re eee 4,000.00 
Vance sinimllberm@ one eoeeeee 6,000.00 
Finke Be footusels ee ee 100.00 

[95] 
Fred P.. Giveenien. 5. 100.00 
Fred: P. ifeenna pce ed 100.00 
Fred. P ve reenan.. 2. 100.00 
Phenix VM e TCI) 2 a seer ee reeseen Pm  Ouc 2s 75.00 
Ae WK Sai Ori i oe ee 750.00 
C. DagSimelitzer 2 2 ee 51.00 
H, ‘(De Neeuats.2.: See ee 100.00 
Jails -Stiecler... 0 ee 3,209.42 
T.@e. WiCe 2.2.2 see oe 8,000.00 


$30,000.00 
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That the further indebtedness of said Mutual Gold 
Corporation, owing at said time, plaintiffs are un- 
able to more definitely state at this time. 


Fourth: 

In response to the sixth demand, plaintiffs allege 
that on August 25, 1938 Frank A. Garbutt, without 
valid cause or justification, gave to Mutual Gold 
Corporation written notice of forfeiture of the pur- 
chase contract, a copy of said notice being hereto 
attached, marked Exhibit ‘‘C’’, and made a part 
hereof. Said forfeiture was wrongful, fraudulent 
and unlawful in that same was without present or 
contemplated consideration and part of a scheme 
whereby illegally to deprive Mutual Gold Corpora- 
tion of its assets as alleged in the complaint and in 
this bill of particulars. 


Fifth: 

In response to the seventh demand, plaintiffs al- 
lege that the arrangement for compensation, re- 
ferred to in lines 22 and 23 of page 6 of the com- 
plaint, was paid pursuant to an arrangement with 
Russell F. Collins, G. H. Ferbert and W. L. Grill. 

[96] 
Sixth: 

In response to the eighth demand, plaintiffs allege 
that the defendant Frank A. Garbutt: 

(a) Procured the services of Russell F. Collins, 
G. H. Ferbert and W. L. Grill to actively assist in 
doing all and several the acts complained of in the 
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complaint, and specified in this bill of particulars. 

(b) Arranged for, and did pay to Russell F. 
Collins and W. L. Grill their expenses, and for ser- 
vices, in the several amounts as shown herein. 

(c) Gave the notice of forfeiture of August 25th, 
1938, a copy of which is attached hereto. 

(d) Induced the said Russell F. Collins and 
G. H. Ferbert to state and represent at a meeting 
of the stockholders and a meeting of the directors 
of Mutual Gold Corporation, held August 6th, 1938 
or therabouts, that he would make a better deal 
than Vance, and in the interests of Mutual Gold 
Corporation. By their aid he obtained the several 
conveyances herein complained of, and made the 
several contracts specified in the complaint. 

(e) Organized, and caused the organization of 
Log Cabin Mines Company to relieve himself of 
personal responsibility in the premises, said Log 
Cabin Mines Company being without assets except 
such as he owned and controlled. 

(f) On or about September 11th, 1938, took 
wrongful possession of said mine and of all of the 
assets of Mutual Gold Corporation, and ever since 
has been in possession and control of same, and at 
all times since September 2, 1938, held himself out 
to Mutual Gold Corporation and its stockholders as 
its representative, operating the property for it. 

[97] 

All of the particular acts by the said Frank A. 
Garbutt were done under such circumstances that 
the true status of the property was unknown to 
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plaintiffs or other objecting stockholders of Mutual 
Gold Corporation, and was not disclosed or divulged 
by defendants, and said status and the accounts of 
said transactions were not enerted upon, and did not 
appear upon the books of account, or records of 
Mutual Gold Corporation; that the books of account 
of Log Cabin Mines Company have never been made 
accessible to plaintiffs o1 said dissenting stockhold- 
ers. ‘That at all times there was a non-disclosure by 
defendants of the true facts of said transactions, 
and a holding out to Mutual Gold Corporation and 
its stockholders that said mine was the property of 
Mutual Gold Corporation and operated by Garbutt 
Hoi 1. 

W. H. ABEL, 

O. C. MOORE, 

FREDERICK D. ANDERSON, 

Attorneys for Plaintiffs. [98] 


State of Idaho 
County of Kootenai—ss. 


M. I. Higgens, being first duly sworn, on oath 
deposes and says: that he is one of the plaintiffs 
herein, and that he makes this verification on his 
own behalf and on behalf of his co-plaintiffs; that 
he is familiar with the contents of the foregoing 
bill of particulars and that the matters and tings 
therein contained are true in substance and in fact. 


M. I. HIGGENS. 
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Subseribed and Sworn To before me this 19 day 
of March, 1940. 
(Seal) J. WARD ARNEY, 
Notary Public in and for the State of Idaho, resid- 
ing at Coeur d'Alene. 


My commission expires 11-1-43. [99] 


FESS A’ 


Memorandiun of Agreement between Mutual Gold 
Corporation, organized under the laws of the State 
of Washington, hereinafter called the Seller, and 
Cecil B. deMille, hereinafter called the Buyer, Wit- 
Tesseuh ; 

The Seller, through its duly authorized represen- 
tatives, states to the Buyer that it holds and is the 
owner in good standing of the contract heremafter 
described for the lease and purchase of the Log 
Cabin Mine and that it has complied with all of 
the agreements to be performed to date thereunder ; 
That it requires further equipment to make said 
property properly profitable: 


1. Bringing in electric power from Leevining 


or Tioga Tiedee, 275 Mnle@st..........c.0.0 eee $11.000.00 
2. Electric hoist complete with motor and 

SUANUGR, (CUC) chee 7,000.00 
3. Cage @& Skip and minercars:....-. 1,500.00 


4. Ball mill, 100 tons capacity, including 
TOMO EOL Cee: etek eae 5 eee 
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SCAT Se CEO 0) C102) 3,000.00 


6. Cyanide equipment, including tanks, motor 
and equipment capable of handling 100 tons 
CUGIS? care, uel end ate ete es a nner 25,000.00 


7. 6-imeh prpe line, 5000 feet and installation 
thereof, to carry tailings to impounding 
HSE, Tenn a 3,000.00 


8. 500 cubic foot compressor, with motor, ete. 4,000.00 


9. Additional building to house new machin- 
ery, including coverage for cyanide tanks... 3,000.00 


10. New bunkhouse and addition to cookhouse.. 1,500.00 
it? Assay office and equipment... 1,000.00 


12. Enlargement of present ore bins at shaft 
FED J0a;1) eee eae eee es ee 1,000.00 


13. Payroll, truck hauling, cement, sand, ete. 
for 60 days during installation of above........ 10,000.00 


14. Payment due on property Nov. 1, 1938......... 10,000.00 
0): a $88,000.00 


The Seller operated said property for about 8 
months and [100] treated the ore by amalgamation 
only, in the present 35 ton mill owned by it on the 
property with a daily recovery of $297.50 and a 
daily expense of $205.00. 

The Seller milled some 6300 tons of ore, beme 
all of the ore obtained from its development work 
on said property and realized $53,350.00 therefrom 
at a profit of about $14,000; detailed costs having 
been furnished to the buyer. 

The Seller and Buyer agree to cooperate in in- 
vestigating and determining whether more suitable 
milling equipment than that above described and 
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recommended by the Seller can be obtained and if; 
in the opinion of the Buyer, such proves to be the 
case he may, at his option, alter the specification 
of the milling equipment accordingly provided said 
alteraticn meets with the approval of M. J. Keily. 

The Seller agrees to sell its contract dated July 
13, 1932 with the Chandis Securities Company, 
M. N. Ryan and Alice Clark Ryan for the purchase 
of the Log Cabin Mine and the group of mining 
claims contiguous theveto, subject to all modifica- 
tions of said contract, which contract and its modi- 
fications are hereby made a part hereof; Included 
in this sale are all personal and real property be- 
longing to the Seller now on or adjacent or tribu- 
tarv to, ov used in connection with said Log Cabin 
Mine and its group. 

And as to the fulfillment of this agreement upon 
the part of The Buver will require some time, the 
Seller agrees to forthwith transfer its title to said 
property, real and personal, to Frank A. Garbutt, 
as trustee, to insure the carrying out of this agree- 
ment but without hability upon the trustee except 
the hability to transfer the said property to the 
Buyer, or his nominee, 1f and when said Buyer has 
well and fully performed his agreements con- [101] 
tained herein and/or re-convey said title to the Seller 
in event said DBuver does not faithfully carry out 
his agreements herein contained. 

The Trustee shall not be lable for any acts or 
omissions of either party hereto nor for any de- 
fects in the title to said property either existing or 
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future, no matter how caused, and shall not be re- 
quired to perform any act for the protection of 
said title unless or until instructed in writing by 
the beneficiaries hereunder and furnished with funds 
to do so. It is also agreed and understood that said 
trustee may acquire, if he so desires, any interest 
with either the Seller or Buyer without affecting 
his status as trustee. 

In consideration of this agreement and the trans- 
fer above set forth, the Buyer agrees to do the 
following things: 

1. Furnish $10,000 to make the payment due the 
owners of the Log Cabin Mine November Ist, 1958. 

2. Organize a corporation of such Capital Stock 
as he may desire and forthwith transfer one-half of 
its total authorized Capital Stock less one controll- 
ing share, to the Seller. 

3. Furnish additional funds to a minimum of 
$100,000. including the above mentioned $10,000 to 
said corporation to be formed, as needed by it to 
equip said Log Cabin Mine with a mill of an esti- 
mated capacity of one hundred (100) tons daily or 
more, a suitable hoist and to bring in electrical 
power and for such other equipment and supplies as 
appear advisable. 

4. Cause said trustee to transfer to said Cor- 
poration all titles received hereunder forthwith 
after said Corporation is qualified to hold same. 

». Take care of all further payments falling due 
to the owners of said Log Cabin Group amounting 
to $120,000.00 in all. [102] 
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6. Proceed with the work of properly equipping 
said property as rapidly as weather conditions will 
permit. 

7. Employ M. J. Keily, if he is available and as 
long as Frank A. Garbutt deems it advisable, to 
direct and supermtend said mining operations. 

8. At the Buyer’s option to advance additional 
funds should such advances, in the opinion of the 
Buyer, become necessary or advisable. 

9. Furnish the Seller with proper and detailed 
monthly statements of the operations of the Cor- 
poration to be formed. 

10. The Buyer agrees to cooperate with the 
Seller in any reasonable way in protecting its and 
its stockholders’ interests in order that the smallest 
shall receive benefits proportionate to the largest. 

The Buyer shall be entitled to be repaid for all 
advances made by him out of any profits or funds 
available from the operation of said property o1 sale 
or other disposition of the property, but not other- 
Wise. 

When the buyer has performed all acts herein- 
above set forth which are obligatory hereunder he 
shall be deemed to have fulfilled this contract and 
his hability shall cease. 

The Buyer may also terminate his hability here- 
nnder at any time after furnishing the first $10,000 
specified hereim by surrendering this contract and 
re-transferring said property to the Seller, in which 
event the Duver shall be entitled to a repayment of 
the money advanced by him but only out of net 
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profits, or out of funds derived from the sale of 
said property shall the Seller herein sell to third 
parties. This right to repayment shall exist only 
for such advances as are made in accordance with 
this contract and the Buyer herein shall not be 
entitled to re- [103] payment for any further or 
additional advances, unless he has secured the writ- 
ten approval thereto of the Seller. 

The Buyer, or his representatives, will consult at 
all reasonable times with the Seller before making 
any unusual or extraordinary outlays not contem- 
plated herein and further agrees, insofar as his 
control of the enterprise is concerned, to use his best. 
judgment in carrying on the operations contem- 
plated. [104] 


IDOE a 137? 
PRODUCTION CERTIFICATE 
NO, ee Na ee eee 


For Value Received, the undersigned, a Washing- 
MOI OU POVALTON, CMCC UO PIG VO .aneeeaecanccenceesteensseeeteeseseecssete 
(OG SO te) eee Dollars, without interest, out 
of net production receipts accruing from the sale of 
ores from its mining property, before any divi- 
dends shall be declared or paid by it upon its 
capital stock, and in no other manner whatsoever, 
except that in case of a voluntary or involuntary 
sale of its mining property, any balance unpaid 
hereon shall be paid out of the proceeds thereof 
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before any distribution shall be made to its stock- 
holders. 

‘‘Net Production Receipts’? hereinbefore referred 
to shall be construed to mean such receipts as shall 
remain after deducting therefrom all of the costs of 
producing, handing and milling said ore, necessary 
corporation expenses and taxes, a reasonable sum 
for mine development, such sum as the Board of 
Directors shall determine may be necessary for the 
purchase and/or payment of necessary mining 
equipment, and payments on account of the pur- 
chase price of said mining property by royalty or 
otherwise. 

All sums which the undersigned shall have for 
the retirement of this and similar certificates shall 
be apphed pro-rata upon the same. 

The execution of this certificate has been author- 
ized by resolution of the Board of Directors. 

Drteul wits day of January, 1938. 


MUTUAL GOLD CORPORATION 


Secretary. [105] 
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Tex SCILIES | Mas Oia 


Mutual Gold Corporation August 25, 1938 
401 Fermwell Building 

Spokane, Wash. 

Gentlemen : 


This will inform you that we have elected to can- 
cel and we hereby cancel vour option and contract 
to purchase the Log Cabin Mine, which option and 
which contract is dated July 18, 1932. This action is 
final and absolute. 

We recognize that this cancellation, while legal, 
may work a great hardship upon your stockholders 
but should you wish to negotiate for rehabilitation 
of this contract yon may negotiate with the under- 
signed who will give the matter consideration pro- 
vided vour defaults are curved and other points of 
difference are adjusted to his satisfaction. 

(Signed ) FRANK A. GARBUTT. 

Frank A. Garbutt—duly author- 
ized representative of the 
owners, Chandis Securities 
Company and Alice Clark 
Ryan. 

Ce ho 
Mutual Gold Corporation 
Box 377, Leevining, Cal. 
ce to 
Mutual Gold Corporation 
Attention: Mr. J. A. Vance, General Manager, 


Vance Hotel, 
Seattle, Washington 
[Endorsed] Bill of Particulars. Filed Mar. 28, 
1940, [106] 
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[Title of District Court and Cause. ] 


ANSWER OF FRANK A. GARBUTT, ALICE 
CLARK RYAN, AND LOG CABIN MINES 
COMPANY. 


Defendants Frank A. Garbutt, Alice Clark Ryan, 
and Log Cabin Mines Company, a corporation, for 
answer to plaintiffs’ complaint herein, admit, deny, 
and alleges as follows: 

ie 

Defendants are without knowledge or information 
sufficient to form a belief as to the truth of the 
allegations contained in paragraph I of the com- 
plaint. i 

I. 

Answering paragraph IV of the complaint, de- 
fendants deny that plaintiff Charles W. Sutherland 
was at the time this swt was brought, or is now, a 
stockholder of defendant Mutual Gold Corporation, 
but admit that a majority of the stockholders and 
directors of said Mutual Gold Corporation were 
opposed to the bringing of this action. Further an- 
swering, defendants allege that they have no knowl- 
edge or information sufficient to form a belief as to 
the truth of plaintiffs’ other allegations contained 
in said paragraph. 

ITI. 

Answering paragraph V of the complaint, defend- 
ants deny that Frank A. Garbutt has represented 
the owners in any respect since October 3, 1938. 

[107] 
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VG 

Answering paragraph VI of plaintiffs’ complaint, 
defendants admit that a stamp mill was erected on 
one of said claims; they deny that ore bodies in 
excess of 63,500 tons were developed in or on said 
claims; they deny that such ore bodies as were 
developed contained recoverable gold values in ex- 
cess of $650,000.00; and they allege that they are 
without knowledge or information sufficient to form 
a behef as to the truth of the other allegations of 
said paragraph. 

Further answering, defendants allege that said 
stamp mill was erected by one J. A. Vanee while 
he was acting as manager of defendant Mutual Gold 
Corporation's properties; that said J. A. Vanee is 
the real party plaintiff in interest herein who in- 
duced and procured the nominal plaintiffs to bring 
this action; that said mill was unfit for milling ore 
at said property; that the money expended therefor 
was wasted and lost to defendant Mutual Gold Cor- 
poration through the negligence, incompetence, and 
betrayal of trust of said J. A. Vance; and that said 
developed ore contained no gold whatever that could 
have been recovered at a profit by the mill erected 
by, and the methods used by, said J. A. Vance as 
such manager. 

We 

Answering paragraph VII of said complamt, de- 
fendants, deny that all the assets mentioned therein 
had a value on September 2, 1938 or at any other 
time in exeess of $60,000.00; deny that the stamp 
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mill, milling and mining machinery, supplies, and 
equipment mentioned therein were of the reasonable 
value of more than $3,000.00; and deny that the 
additional mining claims mentioned therein were 
of the reasonable value of more than $5,000.00. 


VAL 
Answering paragraph VITI of said complaint, de- 
fendants [108] allege that they are without knowl- 
edge or information sufficient to form a belief as to 
the truth of the allegations contained therein. 


Wane 

Answering paragraph TX, X, XI, XII, XI, 
AIV, XV, XVI, XVIT, XWITI, and XTX of said 
complaint, defendants deny that Frank A. Garbutt 
at any time conspired at all with or prevailed upon 
or caused the board of directors and/or executive 
officers of defendant Mutual Gold Corporation or 
any other person or corporation to transfer or agree 
to transfer the Mutual Gold Corporation’s assets, 
or any assets, to a new corporation or at all, or to 
do anything whatsoever. Further answering, de- 
fendants allege that all the acts of Frank A. Gar- 
butt complained of were taken and performed by 
him in good faith at the request of the Mutual Gold 
Corporation and without any secret or hidden pur- 
pose or intent in the belief that they were legal and 
fair and equitable to all parties concerned; and de- 
fendants allege that any and all transfers and acts 
of defendant Mutual Gold Corporation were made 
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and performed by it through its said executive of- 
ficers and directors of their own violation without 
any duress, menace, fraud, or undue or improper 
influence whatsoever on the part of Frank A. Gar- 
butt or any other person, and were made and per- 
formed by it without any intent to circumvent or 
violate any laws of the State of Washington or any 
laws, or to injure said Mutual Gold Corporation or 
its stockholders or creditors; and defendants fur- 
ther allege that all such transfers and acts were 
made and performed by said Mutual Gold Cor- 
poration, through its said executive officers and di- 
rectors, with the authorization and approval of its 
stockholders, for an adequate and fair considera- 
tion, in a manner which defendants believe to have 
been in accord with the laws and public pohey ap- 
plicable thereto, because defendant Mutual Gold 
Corporation had no funds with [109] which to 
carry on its business and because said executive 
officers and directors therefore believed such trans- 
fers and acts to be for the best interest of said 
corporation and its stockholders and creditors, and 
to be necessary to prevent the total loss of said 
assets. 

Further answering, defendants deny that said 
new corporation was to have no capital or assets 
other than the assets of the Mutual Gold Corpora- 
tion, and allege that it was to have and did have 
$10,000.00 cash paid into it for its capital stock. 

Further answering, defendants allege that provi- 
sion was made by defendants Mutual Gold Corpora- 
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tion, Frank A. Garbutt, and Log Cabin Mines 
Company for payment of the creditors of Mutual 
Gold Corporation. 

Further answering, defendants deny that Frank 
A. Garbutt wrongfully gave any notice of forfeiture 
or arranged to advance or did advance the personal 
expenses of two or any number of said directors, or 
agreed to employ or did employ any of said directors 
to work for him in the negotiation for or the execu- 
tion of any contracts or conveyances whatever; but 
defendants admit that Frank A. Garbutt loaned 
money from time to time to defendant Mutual Gold 
Corporation at its special instance and request which 
said corporation used for the payment of such ex- 
penses as it deemed fit and proper. 

Further answering, defendants deny that any of 
defendant Log Cabin Mines Company’s stock has 
been pledged to Frank A. Garbutt as alleged in 
paragraph NXVIT of the complaint, or to any one 
else. 

VII. 

Defendants deny each and every allegation con- 
tained in paragraph XX and paragraph XXI of 
said complaint. [110] 

1D 

Answering the allegation in paragraph XXII of 
said complaint that an installment of ten thousand 
dollars ($10,000.) due November 1, 1939 on the 
purchase contract has not been paid, defendants 
allege that $5,000.00 of said installment has been 
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paid and that as to the other $5,000.00 such exten- 
sion of time for payment has been obtained as may 
be necessary for the obligors to as late as, but not 
bevond, November 1, 1940. Defendants deny each 
and every other allegation contained in said para- 
graph. 
ne 

Defendants are without knowledge or information 
sufficient to form a belief as to the truth of the 
allegations contamed in paragraph XXIII, XXY, 
and XX VIT of said complaint. 


For a Further, Separate, and Second Defense, 
Defendants Allege: 

That plaintiff Helen Maude Lorenz is estopped to 
bring this action for the reason that, as defendants 
are informed and believe and on that ground allege, 
she gave her proxy to J. E. Stiegler, president of 
defendant Mutual Gold Corporation, to be voted by 
him at the meeting of the stockholders of said cor- 
poration held on August 6, 1938; and that he voted 
said proxy, pursuant to authority that said plaintiff 
had given him, in favor of a resolution adopted at 
said meeting authorizing the directors of said cor- 
poration to do anvthing they deemed advisable in 
dealing with or disposing of said corporation's 


property. 


For a Further, Separate, and Third Defense, 
Defendants Allege: 

That the title to said contract of July 13, 1932 and 
to the supplements and modifications thereof has 
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been ad- [111] judged in Case No. 440-367 in the 
Superior Court of the State of California in and 
for the County of Los Angeles, entitled ‘‘Log Cabin 
Mines Company, a corporation, plaintiff, vs. Mutual 
Gold Corporation, a corporation, defendant,’’ to be 
vested in defendant Log Cabin Mines Company; 
and that said judgment has become final and the 
matter 1s now res judicata. A copy of said judgment 
is attached hereto, marked ‘‘Exhibit A’’, and is 
hereby made a part of this answer. 


For a Further, Separate, and Fourth Defense, 
Defendants Allege: 

That on August 6, 1938, at a meeting of the 
stockholders of defendant Mutual Gold Corporation 
regularly called and held, a resolution was adopted 
by the affirmative vote of more than two-thirds of 
all said stockholders authorizing the doing of all the 
acts of said defendant corporation that plaintiffs 
complain of. A copy of said resolution is attached 
hereto as ‘‘Exhibit B’’, and is hereby made a part 
of this answer. 


For a Further, Separate, and Fifth Defense, De- 
fendants Allege: 

I. 

That plaintiffs are not the real parties in interest 
in this action; that the real party in interest is one 
J. A. Vance of the State of Washington; that this 
suit was brought at his instigation; that he solicited 
each of the nominal plaintiffs to jom in this suit and 
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agreed to pay all their expenses incurred herein, 
including attorneys’ fees; that this suit is one of 
four that he has caused to be brought to further his 
plan to obtain control of said defendant Mutual 
Gold Corporation and its property; and that this suit 
was not brought in good faith to and for the benefit 
of the minority stockholders of said Mutual Gold 
Corporation other than the said J. A. Vanee. [112] 


J 

That said J. A. Vance is estopped to bring this 
action for the reason that he voted in favor of the 
resolution of whieh Exhibit Bb attached hereto is 
a copy. 

Wherefore, defendants pray that plaintiffs take 
nothing by their action, and that defendants have 
judgment for their costs herein. 

DAVID E. HINCKLE, 
Attorney for Defendants. 
[113] 


130 Helen M. Sutherland, et al. 
(PCE eICI ey 


In the Superior Court of the State of California 
in and for the County of Los Angeles 


No. 440-367 
LOG CABIN MINES COMPANY, a corporation, 
Plaintiff, 
VS. 


MUTUAL GOLD CORPORATION, a corporation, 
et al, 
Defendants. 


JUDGMENT QUIETING TITLE AFTER 
DEFAULT TO PERSONAL PROPERTY. 


In this action, it appearing to the satisfaction of 
this Court, sitting in Department 34 thereof, that 

(a) The defendant Mutual Gold Corporation, a 
corporation, was duly and personally served with the 
Summons and Complaint herein, and 

(b) It further appearing that no appearance has 
been made and no answer filed by the said defend- 
ant; and a default of said defendant having been 
duly entered; and evidence having been introduced 
and heard in open court, and the court being satis- 
fied that the allegations of the complaint are true, 
and that the relief asked for should be granted, 

Now, upon motion of David E. Hinckle, Attorney 
for the plaintiff Log Cabin Mines Company, 

It is hereby Ordered, Adjudged, and Decreed: 

1. That at the time of the commencement of this 
action there was vested in plaintiff, as the owner 
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absolute, title to that certain contract dated July 
13, 1932 for the sale of certain mining claims in 
Mono County, California, executed by M. N. Clark, 
Alice Clark Ryan, and the Chandis Securities Com- 
pany as vendors, and by Russell F. Collins and 
Ben L. Collins as vendees, as said contract was 
supplemented by written instrument dated April 
28, 1934 and was modified and amended by written 
instrument executed on or about October 9, 1936, a 
[114] copy of said contract being attached, as ‘Fx- 
hibit A’’, to the complaint filed herein, and a copy 
of said instrument supplementing said contract 
being attached, as ‘‘Exhibit B’’, to said complaint, 
and a copy of said instrument modifying and 
amending said contract being attached, as ‘‘ Exhibit. 
C’’, to said complaint. 

Said mining claims agreed by said contract to be 
conveyed are: Log Cabin, Log Cabin No. 1, Log 
Cabin No. 2, Log Cabin No. 8, Log Cabin No. 4, Log 
Cabin No. 5, Log Cabin No. 6, Log Cabin No. 7, 
Log Cabin No. 8, Mill Site, New Year No. 2, Fed- 
eral No. 1, Federal No. 2, Federal No. 3, Log Cabm 
Annex, Tammarack, Oro, and Burke Fraction. 

IJ. Plaintiff’s title to the above deseribed per- 
sonal property is hereby forever queted against any 
and all claims, demands, and/or pretensions of 
said defendant to any right, title, possession, lien, 
interest, and/or equity in the above described per- 
sonal property, and it is hereby perpetually en- 
joined and restrained from setting up or making any 
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claim to or upon the personal property above de- 
scribed, or any part thereof. 


Dated: June 13th, 1939. 


WILSON, 
Judge of the Superior Court. 
[115] 
EXHIBIT B 


RESOLUTION ADOPTED BY THE STOCK- 
HOLDERS OF MUTUAL GOLD CORPORA- 
TION ON AUGUST 6, 1938. 


‘Resolved, that the Board of Directors of this 
corporation be and they are hereby authorized, em- 
powered and directed to sell, lease, deal with, oper- 
ate, exchange or otherwise dispose of, to any person, 
persons, o1 corporation desiring to purchase, lease, 
deal with, exchange, operate same, any part of or 
all of the assets of this corporation, at such time or 
times, for such price and upon such terms and con- 
ditions, for cash or otherwise, including the exchang- 
ing for shares in another corporation, domestic or 
foreign, as they in their absolute discretion deem 
expedient, advisable or desirable, and to perform 
any other acts in this connection, which in their 
judgment they may deem necessary or advisable.”’ 

[116] 


State of California 
County of Los Angeles—ss. 


Frank A. Garbutt being by me first duly sworn, 
deposes and says: that he is one of the defendants 
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answerimg herein to the complaint in the above en- 
titled action; that he has read the foregoing an- 
swer and knows the contents thereof; and that the 
same is {rue of his own knowledge, except as to the 
matters which are therein stated upon his informa- 
tion or belief, and as to those matters that he be- 
lieves it to be true. 
PRANK A. GARBUEE 


Subseribed and sworn to before me this 11th day 
of April, 1940. 
(Seal) ALTHEA K. HINCKHEE, 
Notary Public within and for Los Angeles County, 
California. 
My commission expires May 20, 1940. 
[Endorsed]: Filed Apr. 11, 1940. [117] 


[Title of District Court and Cause. ] 


ANSWER OF 
MUTUAL GOLD CORPORATION. 


Defendant Mutual Gold Corporation, a corpora- 
tion, for answer to plaintiffs’ complaint herein, ad- 
mits, denies, and alleges as follows: 


[. 

Defendant is without knowledge or information 
sufficient to form a belief as to the truth of the 
allegations contained in paragraph I of the com- 
plaint. 
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Answering paragraph IV of the complaint, de- 
fendant denies that plaintiff Charles W. Sutherland 
was at the time this swit was brought, or is now, 
a stockholder of defendant Mutual Gold Corpora- 
tion, but admits that a majority of the stockholders 
and directors of said corporation were opposed to 
the bringing of this action. Further answering, de- 
fendant alleges that it has no knowledge or informa- 
tion sufficient to form a belief as to the truth of 
plaintiffs’ other allegations contained in said para- 
eraph. 

ale 

Answering paragraph V of the complaint, de- 
fendant denies that Frank A. Garbutt has repre- 
sented the owners in any respect or matter since 
October 8, 1938. [118] 


Ips 

Answering paragraph VI of plaintiffs’ complaint, 
defendant admits that a stamp mill was erected on 
one of said claims; but it denies that ore bodies in 
excess of 63,500 tons were developed in or on said 
claims; denies that such ore bodies as were de- 
veloped contained recoverable gold values in excess 
of $650,000.00; and denies each and every other al- 
legation contained in said paragraph. 

Further answerimeg, defendants allege that said 
stamp mill was erected by one J. A. Vance while he 
Was acting as manager of defendant Mutual Gold 
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Corporation’s properties; that said J. A. Vance is 
the real party plaintiff in interest herein who in- 
duced and procured the nominal plaintiffs to bring 
this action; that said mill was unfit for milling ore 
at said claims; that the money expended therefor 
was wasted and lost to defendant Mutual Gold Cor- 
poration through the negligence, incompetence, and 
betrayal of trust of said J. A. Vanee; and that 
said developed ore contained no gold whatever that 
could have been recovered at a profit by the mill 
erected by, and the methods used by, said J. A. 
Vance as such manager. 
v- 

Answering paragraph VIT of said complaint, de- 
fendant denies that all the assets mentioned therein 
had a value on September 2, 1938 or at any other 
time in excess of $60,000.00; denies that the stamp 
mill, milling and mining machinery, supplies, and 
equipment mentioned therein were of the reasonable 
value of more than $5,000.00; and denies that the 
additional mining claims mentioned therein were of 
the reasonable value of more than $5,000.00. 


vl 
Answering paragraphs IX, X, XI, XII, NIL, 
XIV, XV, XVI XVII, XVIII, and XIX of said 
complaint, defendant [119] denies that Frank A. 
Garbutt at any time conspired at all with or pre- 
vailed upon or caused the board of direetors and/or 
executive officers of defendant Mutual Gold Cor- 
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poration or any other person or corporation to 
transfer or agree to transfer the Mutual Gold Cor- 
poration’s assets, or any assets, to a new corpora- 
tion or at all, or to do anything whatsoever. Fur- 
ther answering, defendant alleges that all the acts 
of Frank A. Garbutt complained of were taken and 
performed by him in good faith at the request of 
the Mutual Gold Cerporation and without any 
secret or hidden purpose or intent in the belief that 
thev were legal and fair and equitable to all parties 
concerned; and defendant alleges that any and all 
transfers and acts of defendant Mutual Gold Cor- 
poration were made and performed by it through 
its said executive officers and directors of their own 
volition without any duress, menace, fraud, or un- 
due or improper influence whatsoever on the part 
of Frank A. Garbutt or any other person, and were 
made and performed by it without any intent to 
circuinvent or violate anv laws of the State of 
Washington or any laws, or to injure said Mutual 
Gold Corporation or its stockholders or creditors; 
and defendant further alleges that all such transfers 
and acts were made and performed by it, through 
its said executive officers and directors, with the 
authorization and approval of its stockholders, for 
an adequate and fair consideration, in a manner 
which defendant believes to have been in accord with 
‘the laws and public policy applicable thereto, be- 
cause defendant had no funds with which to carry 
on its business and because said executive officers 
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and directors therefore believed such transfers and 
acts to be for the best interest of said corporation 
and its stockholders and creditors, and to be neces- 
sary to prevent the total loss of said assets. 

Further answering, defendant denies that said 
new corporation was to have no ¢apital or assets 
other than the as- [120] sets of the Mutual Gold 
Corporation, and alleges that it was to have and did 
have $10,000.00 cash paid in to it for its capital 
stock. 

Further answering, defendant alleges that provi- 
sion was made by defendants Mutual Gold Cor- 
poration, Frank A. Garbutt, and Log Cabin Mines 
Company for payment of the creditors of Mutual 
Gold Corporation. 

Further answering, defendant denies that Frank 
A. Garbutt wrongfully gave any notice of forfeiture 
or arranged to advance or did advance the personal 
expenses of two or any number of said directors, or 
agreed to employ or did employ any of said di- 
rectors to work for him in the negotiation for or 
the execution of any contract or conveyance what- 
ever; but defendant admits that Frank A. Garbutt 
loaned money to it from time to time at its special 
instance and request, which is used for the payment 
of such expenses as it deemed fit and proper. 


Further answering, defendant denies that any of 
defendant Log Cabin Mines Company’s stock has 
been pledged to Frank A. Garbutt as alleged im 
paragraph N VII of the complaint, or to any one 
else or at all. 
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VIL. 

Defendant denies each and every allegation con- 
tained in paragraphs XX, X XI, and XXII of said 
complaint. 

SIGBe 

Answering paragraph XXIII of said complaint, 
defendant admits that, as alleged, a special meeting 
of its stockholders was called and the call rescinded, 
but denies that said rescission was because of op- 
position of its stockholders to any corporate action 
performed or proposed to be performed, and denies 
each and every other allegation in said paragraph 
contained. [121] 

JB.& 

Answering paragraph AXIV of said complamt, 
defendant denies that plaintiffs or any other of de- 
fendant’s stockholders have appled to the presi- 
dent of this defendant corporation to call a stock- 
holders’ meeting to consider specially the acts, 
agreements, and conveyances complained of, or to 
obtain rehef therefrom; and denies that said presi- 
dent has ever refused to call such a stockholders’ 
meeting. 

x. 

Answerlng paragraph XXAV of said complaint, 
defendant admits that the number of shares of this 
corporation's stock represented by plaintiffs is less 
than one-third of all the outstanding stock of this 
corporation, but denies each and every other alle- 
gation mm said paragraph contained. 
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XI. 

Answering paragraph XXVIT of said complaint, 
defendant denies that it has no legal remedy to 
protect its rights, mterest, and title in said prop- 
erty, and denies that its rights, interest, and title 
therein and thereto are im anywise in jeopardy. 


For a Further, Separate, and Second Defense 
Defendant Alleges: 

That plaintiff Helen Maude Lorenz is estopped to . 
bring this action for the reason that, as defendant 
is informed and believes and on that ground al- 
leges, she gave her proxy to J. E. Stiegler, presi- 
dent of this defendant corporation, to be voted bv 
him at the meeting of the stockholders of this cor- 
poration held on August 6, 1938; and that he voted 
said proxy, pursuant to authority that said plain- 
tiff had given him, in favor of a resolution adopted 
at said meeting authorizing the directors of this 
corporation to do anything they deemed ad- [122 
visable in dealing with or disposing of this defend- 
ant’s property. 


For a Further, Separate, and Third Defense, De- 
fendant Alleges: 

That the title to said contract of July 18, 1932 
and to the supplements and modifications thereof 
has been adjudged in Case No. 440-367 in the Su- 
perior Court of the State of Califormia in and for 
the County of Los Anyeles, entitled ‘‘Log Cabin 
Mines Company, a corporation, plaintiff, vs. Mutual 
Gold Corporation, a corporation, defendant,’ to 
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be vested in defendant Log Cabin Mines Company; 
and that said judgment has become final and the 
matter is now res judicata. A copy of said judg- 
ment is attached hereto, marked ‘‘ Exhibit A,’’ and 
is hereby made a part of this answer. 


For a Further, Separate, and Fourth Defense, 
Defendant Alleges: 

That on August 6, 1938, at a meeting of the 
stockholders of this defendant corporation regu- 
larly called and held, a resolution was adopted by 
the athirmative vote of more than two-thirds of all 
said stockholders authorizing the doing of all the 
acts of this defendant that plamtiffs complain of. 
A copy of said resolution is attached hereto as 
“Exhibit B’', and is hereby made a part of this 
answer, 


For a Further, Separate, and Fifth Defense, 
Defendant Alleges: 

That plaintiffs are not the real parties in interest 
im this action; that the real party in interest in 
one J. A. Vance of the State of Washington; that 
this suit was brought at his instigation; that he so- 
licited each of the [125] plaintiffs to join in this 
suit and agreed to pay all their expenses incurred 
herein, including attormeys’ fees; that this suit is 
ohe of four that he has caused to be brought to 
further his plain to obtain control of this defend- 
ant corporation and its property; and that this 
suit was not brought im good faith to and for the 
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benefit of the minority stockholders of this corpora- 
tion. 

That said J. A. Vance is estopped to bring this 
action for the reason that he voted in favor of the 
resolution of which Itxlibit B attached hereto is a 
cOpy. 

Wheretore, defendant prays that plaintiffy take 
nothing by their action, and that defendant have 
judgment for its costs. 

DAVID E. HINCKLE, 
Attorney for Defendant. [124] 


PRET A 
In the Superior Court of the State of California 
In and for the County of Los Angeles 
No. 440-367 
LOG CABIN MINES COMPANY, a corporation, 
Plaintiff, 
VS. 


MUTUAL GOLD CORPORATION, a corporation, 
et al., 
Defendants. 


JUDGMENT QUIETING TITLE AFTER DE- 
FAULT TO PERSONAL PROPERTY. 

In this action, it appearing to the satisfaction of 

this Court, sitting in Department 34 thereof, that 
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(a) The defendant Mutual Gold Corporation, 
a corporation, was duly and personally served with 
the Summons and Complaint herein, and 

(b) It further appearing that no appearance has 
been made and no answer filed by the said defend- 
ant; and a default of said defendant having been 
duly entered; and evidence having been introduced 
and heard in open court, and the court being satis- 
fied that the allegations of the complaint are true, 
and that the relief asked for should be granted, 

Now, upon motion of David E. Hinckle, Attor- 
ney for the plaintiff Log Cabin Maines Company, 

It is hereby Ordered, Adjudged, and Decreed ; 

J. That at the time of the commencement of 
this action there was vested in plaintiff, as the 
owner absolute, title to that certain contract dated 
July 18, 19382 for the sale of certain mining clans 
in Mono County, California, executed by M. N. 
Clark, Alice Clark Ryan, and the Chandis Securi- 
ties Company as vendors, and by Russell IF. Col- 
Ins and Ben L. Collins as vendees, as said contract 
Was supplemented by wuiitten imstrument dated 
April 28, 1954 and was modified and amended by 
written instrument executed on or about October 
9, 1936, a copy [125] of said contract being at- 
tached, as **l¢xhibit A,"* to the complaint filed here- 
in, and a copy of said instrument supplementing 
said contract being attached, as **Exlubit B’’, to 
said complaimt, and a copy of said Instiument modi- 
fying and amending said contract being attached, 
as ‘exhibit C°’, to said complaint. 
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Said mining claims agreed by said contract to be 
conveyed are: Log Cabin, Log Cabin No. 1, Log 
Cabin No. 2, Log Cabin No. 3, Log Cabin No. 4, 
Log Cabin No. 5, Log Cabin No. 6, Log Cabin No. 7, 
Log Cabin No. 8, Mill Site, New Year No. 2, Fed- 
eral No. 1, Federal No. 2, Federal No. 3, Log Cabin 
Annex, Tamarack, Oro, and Burke Fraction. 

IT. Plaintiff’s title to the above described per- 
sonal property is hereby forever quieted against 
any and all claims, demands, and/or pretensions 
of said defendant to any right, title, possession, lien, 
interest and/or equity in the above described per- 
sonal property, and it is hereby perpetually en- 
joined and restrained from setting up or making 
any claim to or upon the personal property above 
described, or any part thereof. 


Dated: June 138th, 1939. 
WILSON 
Judge of the Superior Court. 
[126] 


EXHIBIT B 

Resolution Adopted by the Stockholders of Mu- 
tual Gold Corporation on August 6, 1938. 

‘‘Resolved, that the Board of Directors of this 
corporation be and they are hereby authorized, em- 
powered and directed to sell, lease, deal with, oper- 
ate, exchange or otherwise dispose of, to any person, 
persons, or corporation desiring to purchase, lease, 
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deal with, exchange, or operate same, any part of 
or all of the assets of this corporation, at such time 
ov times, for such price and upon such terms and 
conditions, for cash or otherwise, including the ex- 
changing for shaves in another corporation, do- 
mestic or foreign, as they in theiv absolute disere- 
tion deem expedient, advisable or desirable, and 
to perform any other acts in this connection, which 
in their judgment they may deem necessary or ad- 
visable.’’ [127] 


State of Washmeton 
County of Spokane—ss. 

ki. Fuson, being by me first duly sworn, deposes 
and says: that she is the assistant secretary of Mu- 
tual Gold Corporation, a Washington corporation, 
and one of the defendants in the above entitled ac- 
tion; that she has read the foregoing answer and 
knows the contents thereof; and that the same is 
true of her own knowledge, except as to the matters 
which are therein stated upon her information or 
belief, and as to those matters that she believes it 
to be true. 

EK. FUSON 


Subseribed and sworn to before me this 8th day 
of April, 1940. 
[Seal] kk. D. WELLER 
Notary Public in and for the County of Los An- 
geles, State of California. 


ficndorsed]: riled Apr. 11, 1940. [128] 
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[‘Vitle of District Court and Cause. ] 

ANSWER OF CHANDIS SECURITIES 

COMPANY 

Comes now the defendant, Chandis Securities 
Company, and answering plaintiffs’ complaint and 
bill of Particulars for itself, alone, admits, denies 
and alleges as follows: 

IL 

Alleges that this defendant is without knowledge 
or information sufficient to form a behef as to the 
truth of the allegations contained in paragraph I 
of plaintiffs” complaint. 


a. 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph [LV 
of plaintiffs’ complaint. 


IU. 

Demes that Frank A. Garbutt represented this 
defendant since the negotiation of the purchase 
contract referred to in paragraph V of plaintiffs’ 
complaint in respect to all matters of performance 
thereof, or in any such matters whatsoever, and 
alleges that said Frank A, Garbutt is not now, and 
at no time has been, the agent or representative of 
this defendant in respect to matters of perform- 
ance of said purchase contract. 
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ay, 

Alleges that this defendant is without knowledge 
or informa- [129] tion sufficient to form a belief 
as to the truth of the allegations in paragraph VI 
of plaintiffs’ complaint. 


7 

Alleges that this defendant is without knowledge 
or information sufficient to form a behef as to the 
truth of the allegations contained in paragraph VIT 
of plaintiffs’ complaint. 


VI. 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief ag to the 
truth of the allegations contained in paragraph VIII 
of plaintiff’s complaint. 


VII. 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph IX 
of plaintiff’s complaint. 


VIII. 

Alleges that this defendant is without knowledge 
ov information sufficient to form a belief as to the 
truth of the allegations contained in paragraph X 
of plaintiffs’ complaint. 


IX. 
Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
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truth of the allegations contained in paragraph XT 
of plaintiffs’ complaint. 


XxX. 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph XII 
of plaintiffs’ complaint. 


AM 
Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph 
XIII of plaintiffs’ complaint. 


=. 

Alleges that this defendant is without knowledge 
or in- [180] formation sufficient to form a_ belief 
as to the truth of the allegations contained in para- 
graph XIV of plaintiffs’ complaint. 


POL, 

Alleges that this defendant, is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph XV 
of plaintiff’s complaint. 

DOLY,, 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained im paragraph 
XVI of plaintiffs’ complaint. 
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Mey. 

Alleges that this defendant is without knowl- 
edge or information sufficient to form a belief as 
to the truth of the allegations contained in para- 
graph XVIT of plaintiffs’ complaint. 


X Vale 

Answering paragraph XVIIT of plaintiffs’ com- 
plaint, denies that the deed, a copy of which is at- 
tached to plaintiffs’ complaint, marked Exhibit 
“14? was executed with the knowledge and ap- 
proval of this defendant, and alleges that this de- 
fendant is without knowledge or information suf- 
ficient to form a belief as to the truth of the other 
allegations in said paragraph XVIII contained. 


eT. 

Answering paragraph XIX of plaintiffs’ com- 
plaint, alleges that this defendant is without knowl- 
edge or information sufficient to form a belief as to 
the truth of the allegations contained in said para- 
eraph ATX of plaintiffs’ complaint. 


JOG 
Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph XX 
of plaintiffs’ complaint. [131] 


ESS 
Answering paragraph XXI of plaintiff’s com- 
plaint, denies that each of the contracts, deeds, 
bills of sale and assignments referred to in said 
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paragraph XXI were executed and the acts of 
Mutual Gold Corporation, Frank A. Garbutt and 
Log Cabin Mines Company referred to in said 
paragraph X NJ were done with the knowledge and 
approval of this defendant; denies that said con- 
tracts, deeds, bills of sale and assiguments were 
executed and said acts of Mutual Gold Corpora- 
tion, Frank A. Garbutt and Log Cabin Mines Com- 
pany were done as a part of the unlawful con- 
spiracy alleged by plaintiff to transfer all of the 
assets of Mutual Gold Corporation to Log Cabin 
Mines Company without consideration, for a minor- 
ity stock iterest in Log Cabin Mines Company, and 
alleges that all of said contracts, deeds, bills of 
sale and assignments were executed and the said 
acts of Mutual Gold Corporation, Frank A. Gar- 
butt and Log Cabin Mines Company were done 
without the knowledge or approval of this defend- 
ant. Alleges that this defendant is without knowl- 
edge or information sufficient to form a behef as 
to the truth of the other allegations in said para- 
ervaph X-XI contained. 


XX, 

Answering paragraph XXII of plaintiffs’ com- 
plaint, admits that the installment of Ten Thousand 
Dollars ($10,000.00) due on the purchase contract 
November 1, 1939 had not been paid at the time of 
filing plaintiffs’ complaint. Alleges that subsequent 
to the time of filing plaintiffs’ complaint, and on 
or about Mareh 29, 1940, the sum of Five Thou- 
sand Dollars ($5,000.00) on account of said in- 
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stallment of Ten Thousand Dollars ($10,000.00) 
was paid to and received by this defendant. Denies 
that this defendant has refused to recognize Mu- 
tual Gold Corporation as the owner of the purchase 
contract referred to in said paragraph XXII of 
plaintiffs” complaint at all times [132] since Sep- 
tember 2, 1938, or at any time, or at ali. Alleges 
that this defendant is without knowledge or in- 
formation sufficient to form a behef as to the truth 
of the other allegations in said paragraph XXII 
contained. 
XXL. 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph 
XXIII of plaintiffs’ complaint. 


AXIT, 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph 
XXIV of plaintiffs’ complaint. 


XXIII. 

Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
truth of the allegations contained in paragraph 
AXXV of plaintiffs’ complaint. 


XATYV. 
Alleges that this defendant is without knowledge 
or information sufficient to form a belief as to the 
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truth of the allegations contained in paragraph 
XXAVI of plaintiffs’ complaint. 


XXV. 

Alleges that this defendant is without knowledge 
ov information sufficient to form a belief as to the 
truth of the allegations contained in paragraph 
AXVIT of plaintiffs’ complaint. 


OMI 

Answering paragraph First of plaintiffs’ Bill of 
Paitieculars furnished the defendants pursuant to 
order of court dated February 17, 1940, supplement- 
ing plaintiffs’ complaint, denies that the circum- 
stances and particulars referred to in said para- 
eraph First are within the knowledge of this de- 
fendant and alleges that this defendant is without 
knowledge or information suffi@ent to form a belef 
as to the truth of the allegations [133] in said para- 
eraph First contaimed. 


oe V I. 

Answering paragraph Third of plaintiffs’ Bull 
of Particulars furmished the defendants puirsnant 
to order of court dated February 17, 1940, supple- 
mnenting plaintiffs’ complaint, alleges that this de- 
fendant is without knowledge or information suf- 
ficient to form a belief as to the truth of the alle- 
gations contained in paragraph Third of plain- 
fifts Bill of Particulars. 

NVI 

Answering paragraph Fourth of plaintiffs’ Bill of 

Particulars furnished the defendants pursuant to 
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order of court dated February 17, 1940, supple- 
menting plaintiffs’ complaint, alleges that this de- 
fendant is without knowledge or information suf- 
ficient to form a belief as to the truth of the alle- 
gations contained in paragraph Fourth of plain- 
tiffs’ Lill of Particulars. 


Pe a 

Answering allegations contained in paragraphs 
Hifth and Sixth of plaintiffs’ bill of particulars, 
furnished the defendants pursuant to order of 
court dated February 17, 1940, supplementing plain- 
tiffs’ complaint, admits that the true status of the 
property referred to cn page 12 of said Bill of Par- 
ticulars was not disclosed or divulged by this 
defendant, and alleges that this defendant is with- 
out knowledge or information sufficient to form a 
belief as to the truth of the allegations in said para- 
evaphs Fifth and Sixth contained. 


Wherefore, the defendant, Chandis Securities 
Company prays that plaintiffs take nothing by their 
action, and that this defendant have judgment for 
its costs herem. 

RICHARD G. ADAMS 
Attorney for Defendant, 
Chandis Securities Company. 
Times Building, 
202 West First Street, 
Los Angeles, California 
MAdison 23845 [134] 
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State of Califorma 
County of Los Angeles—ss. 

H. E. Downing, being first duly sworn, deposes 
and says: That he is an officer, to-wit, Assistant- 
Secretary of Chandis Securities Company, one of 
the defendants m the foregoing and above entitled 
action; that he has read the within Answer and 
knows the contents thereof; and that the same 
is true of his own knowledge except as to the mat- 
ters which are herein stated on his information or 
belief, and as to those matters he believes it to be 
true. 

H. E. DOWNING 


Subseribed and sworn to before me this 18th day 
of April, 1940. 

[Seal] C. O. DENNING 
Notary Public in and for said County and State. 

[Endorsed]: Answer of Chandis Securities 
Company. Filed Apr. 18, 1940, [135] 


[Title of District Court and Cause.] 

REPLY UNTO ANSWER OF MUTUAL 

GOLD CORPORATION 

For reply unto the answer of Mutual Gold Cor- 
poration plaintiffs admit, deny and allege as fol- 
lows: 

ile 

Answering unto paragraph four thereof, they 

deny that said stamp mill was erected by J. A. 
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Vance, and deny that he was manager, or acting as 
manager, of defendant Mutual Gold Corporation’s 
properties at the time said stamp mill was erected; 
deny that said J. A. Vance is the real party in in- 
terest herein, and deny that the plaintiffs are nomi- 
nal plaintiffs only; deny that J. A. Vance induced, 
oy procured, plaintiffs to bring this action, but 
admits that J. A. Vance has, and will, contribute 
to [146] the prosecution thereof; deny that said 
mill was unfit for milling ore; deny that the money 
expended for said mill was wasted, or lost, to de- 
fendant Mutual Gold Corporation through the neg- 
heence, incompetency or betrayal of trust of the 
said J. A. Vance, and deny that said money was 
wasted, or lost, at all to Mutual Gold Corporation ; 
deny that said developed ore contained no gold 
recoverable at a profit by the said mill, or by the 
methods used by J. A. Vance as manager. 


1G 

For reply unto paragraph six, plaintiffs deny 
that any of the acts of Frank A. Garbutt, com- 
plained of, were in good faith, or taken, or per- 
formed, by him in good faith, and deny that any of 
said acts were had, or done in the belief that they 
were legal and fair and equitable. Deny that there 
was no duress, menace, fraud or undue, or improper, 
influence on the part of Frank A. Garbutt, and 
deny that there was no intent to circumvent, or 
violate, the laws of the State of Washington; deny 
that there was no intent to injure Mutual Gold 
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Corporation, its stockholders and creditors; deny 
that said transfers and acts were made and _ per- 
formed with the authorization and approval of the 
stockholders of defendant Mutual Gold Corpora- 
tion; deny that there was adequate, or fair, consid- 
eration, or any consideration therefor; deny that 
the executive officers and directors of Mutual Gold 
Corporation believed said transfers and acts to be 
for the best interests of the corporation, and its 
stuckholders and creditors, or to be necessary to 
prevent loss of assets; deny that provision was 
made by the defendants, or either of them, for pay- 
ment of the creditors of Mutual Gold Corporation. 

[147] 

mt. 

For reply unto the second defense in said answer 
of Mutual Gold Corporation, the plaintiffs admit, 
deny and allege: 

(1) Deny that plaintiff Helen Maude Lorenz is 
estopped to bring this action; admit that she gave 
a proxy to J. E. Stiegler to be voted by him at the 
meeting of the stockholders held August 6, 1938, 
but deny the passage of the alleged resolution 
claimed to have been passed at said meeting, and 
deny the legality thereof. That the call for said 
meeting did not include among the purposes of said 
meeting, the organization by Mutual Gold Corpora- 
tion of Log Cabin Mines Company, or any new 
corporation, or subscription to the stock thereof, or 
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transfer of all, or any, of the assets of Mutual Gold 
Corporation to any such corporation, nor include 
proposed authorization of the acts, transactions, 
or instruments, or any thereof, under attack in the 
complaint. The proxy given by Helen Maude Lorenz 
to J. E. Stiegler did not authorize him to vote in 
support of any such resolution or action, or any 
resolution of lke import. 


TV. 

For veply unto the third defense in said answer, 
plaintiffs admit, deny and allege as follows: 

(1) Admit that on the 13th day of July igo 
in the Superior Court of the State of California in 
and for the County of Los Angeles, there was made 
and entered in Case No. 410-367, entitled: ‘‘Log 
Cabin Mines Company, a corporation, plaintiff, vs. 
Mutual Gold Corporation, a corporation, et al, de- 
fendants’’, a purported and pretended final judg- 
ment purporting to quiet title [148] to said pur- 
chase contract in Log Cabin Anes Company. Plain- 
tiffs deny that said judgment has become final or 
res adjudicata as against these plaintiffs, or at all. 
Said judgment was rendered by default solely upon 
false allegations in the complaint therein that Log 
Cabin Mines Company was the owner by assign- 
ment of the said purchase contract, and that Mutual 
sold Corporation wrongfully claimed and asserted 
an interest therein, whereas, Alutual Gold Corpora- 
tion was the actual owner, but at the time was dis- 
claiming ownership of the said purchase contract, 
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and Log Cabin Mines Company had no interest 
therein except to the extent that it was a trustee for 
Mutual Gold Corporation in respect thereto. 

(2) At the time of the alleged transfer of the 
purchase contract, an interlocking directorate ex- 
isted between said two companies, Mutual Gold Cor- 
poration and Log Cabin Mines Company, in that 
G. H. Ferbert and W. L. Grill were members of 
each thereof, and a majority of the directors of each 
company were, and have been at all times, domi- 
nated and controlled by Frank A. Garbutt, and the 
action, Case No. 440-367, was brought by Log Cabin 
Mines Company against Mutual Gold Corporation 
in collusion between defendants, as part of the plan 
complained of in the complaint. 

(3) None of the plaintiff stockholders, nor any 
considerable number of stockholders of Mutual 
Gold Corporation (other than Frank A. Garbutt, 
W. L. Grill, G. H. Ferbert, J. E. Stiegler and Rus- 
sell F. Collins) had any knowledge or information 
of the institution or pendency of said action, or the 
entry of judgment therein, until the answer im this 
case was served. The issues in said action were 
false, sham, feigned, and fictitious, and the [149] 
court in which judgment was rendered was without 
jurisdiction of the subject matter, or the cause of 
action, for that the situs of said purchase contract, 
and the vendee’s interest in the property covered 
thereby, was in Mono County, Califormia, and not 
elsewhere. The directors and executive officers of 
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Mutual Gold Corporation acted in excess of their 
powers in failing and refusing to defend said ae- 
tion and in permitting judgment to go by default, 
all with the fraudulent purpose to affirm by said 
judgment the lodgment of the purchase contract, 
and the vendee’s interest therein, in Log Cabin 
Mines Company. Said purchase contract, and the 
vendee’s interest therein, was a material, and the 
inain asset of Mutual Gold Corporation, without 
which it could not carry on its corporate activities. 

(4) When said action, Case No. 440-367, was 
instituted, a stockholders’ action, to-wit: Case No. 
103 253, was and ever since has been, pending in 
the Superior Court of the State of Washington for 
Spokane County, m which A. P. Bateham and E. T. 
Richter were plaintiffs, and Frank A. Garbutt, Mu- 
tual Gold Corporation and Log Cabin Mines Com- 
pany were defendants, which action was a stoek- 
holders’ suit, brought by the minority stockholders 
of, and on behalf of, Mutual Gold Corporation, to 
quict its title to said purchase contract. The several 
defendants herein knew of the pendency thereof 
and of all the proceedings therein, and Log Cabin 
Mines Company, notwithstanding such knowledge, 
falsely alleged in the complaint in said action that 
Mutual Gold Corporation wrongfully claimed an 
interest in the purchase contract, when in fact Mu- 
tual Gold Corporation, by said dominated board of 
directors, wrongfully refused m said action to claim 
any interest, but disclaimed any interest, in the pur- 
chase contract. [150] 
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For reply unto the fourth defense in said answer, 
the plaintiffs admit, deny and allege: 

(1) Deny each and every allegation therein con- 
tained, and deny the passage of any resolution at 
said stockholders’ meeting of August 6, 1938. The 
stockholders of Mutual Gold Corporation did not, 
unanunously or otherwise, by any resolution, au- 
thorize Mutual Gold Corporation, its board of di- 
rectors, or executive officers, to organize, or cause 
to be organized, Log Cabin Mines Company, or any 
hew corporation, for which Mutual Gold Corpora- 
tion would subscribe for all, or any part, of the cap- 
ital stock thereof, or transfer all, or any, of the 
assets of Mutual Gold Corporation thereto. That 
no call for stockholders’ meeting on said date, or at 
any other time, informed the stockholders of Mu- 
tual Gold Corporation of any purpose, or proposal to 
organize, or authorize the organization of Log Cabin 
Mines Company, or any new corporation, or subseribe 
for the capital stuck, of any thereof, of Log Cabin 
Mines Company, or any new corporation, or trans- 
fer all, or any of the assets of Mutual Gold Cor- 
poration thereto, and no proxy by any stockholder 
authorized any holder thereof to vote to authorize 
the passage of any resolution for any of said pur- 
poses. That any such resolution would have been, 
and was, in violation of the laws of the State of 
Washington and the public policy of said state, 
for that no meeting was called, or held, for any of 
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said purposes, nor lawful approval of the stock- 
holders obtained, as required by the laws of Wash- 
ington and the public policy of said State. [151] 


VI. 

For reply unto the fifth defense in said answer, 
the plaintiffs admit, deny and allege: 

(1) Deny that they are not the real parties in 
interest herein; deny that the real party in interest 
is J. A. Vanee; deny that said suit was brought 
at his instigation, but admit that he was one, among 
others, who solicited the plaintiffs to aet as such, 
and that since the action was brought he has con- 
tributed to pay the court costs and attorneys’ fees 
meurred therein; deny that any other stockholders’ 
suit has been brought to their knowledge, exeept a 
suit brought im the Superior Court of the State of 
Washington for Spokane County, in which A. P. 
Bateham and E. T. Richter were plaintiffs and 
Frank A. Garbutt, Mutual Gold Corporation and 
Log Cabim Mines Company were defendants, in 
which suit jurisdiction has not been obtained over 
the subject matter of the cause of action, nor over 
the persons of any of the defendants, except Mu- 
tual Gold Corporation, and which is not upon the 
cause of action sued on herein. Deny that J. A. 
Vance has any plan to control Mutual Gold Cor- 
poration or its property; deny that this suit was 
not brought in good faith, or for the benefit of the 
ninority. stockholders of the corporation; deny 
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that the said J. A. Vance is estopped to bring this 
action. 
Wherefore, Plaintiffs pray judgment upon their 
complaint hevein. 
W. H. ABEL 
O. C. MOORE 
FREDERICK D. ANDERSON 
Frederick D. Anderson 
650 Subway Terminal Bldg. 
Los Angeles, California 
Attorneys for Plaintiffs. 
f Endorsed]: Filed Sep. 3, 1940. [152] 


[Title of District Comt and Cause. ] 

RHPEY UNTO ANSWER OF FRANK A. GAR- 
BUTT, ALICE CLARK RYAN, AND LOG 
CABIN MINES COMPANY 

For reply unto the answer of Frank A. Garbutt, 

Alice Clark Ryan and Log Cabin Mines Company 

plaintiffs admit, deny and allege as follows: 


I 
Answering unto Paragraph IV thereof, they deny 
that said stamp mill was erected by J. A. Vance, 
and deny that he was manager, or acting as man- 
ager, of defendant Mutual Gold Corporation's prop- 
erties at the time said stamp mill was erected; deny 
that said J. A. Vance is the real party in interest 
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herein, and deny that the plaintiffs are nominal 
plaintiffs only; deny that J. A. Vance indueed, or 
procured plaintiffs to bring this action, but admit 
that J. A. Vance has, and will, contribute to the 
prosecution thereof; deny that said mill was unfit 
for milling ore; deny that the money expended for 
said mill was wasted or lost to defendant Mutual 
Gold Corporation through the neghgence, [153] 
incompetency or betrayal of trust of the said J. A. 
Vance, and deny that said money was wasted, or 
lost at all to Mutual Gold Corporation; deny that 
said developed ore contained no gold recoverable 
at a profit by the said mill, or by the methods used 
by J. A. Vance as manager. 


LI. 

For reply unto Paragraph VII, plaintiffs deny 
that any of the acts of Frank A. Garbutt com- 
plained of were in good faith, or taken or per- 
formed by him im good faith, and deny that any of 
said acts were had, or done, in the belief that they 
were legal, fair and equitable. Deny that there was 
no duress, menace, fraud or undue or improper 
influence on the part of Frank A. Garbutt, and 
deny that there was no intent to circumvent, or 
violate the laws of the State of Washington; deny 
that there was no intent to injure Mutual Gold 
Corporation, its stockholders and creditors; deny 
that said transfers and acts were made and per- 
formed with the authorization and approval of the 
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stockholders of defendant Mutual Gold Corpora- 
tion; deny that there was adequate, or fair con- 
sideration, or any consideration, therefor; deny that 
the executive officers and directors of Mutual Gold 
Corporation believed said transfers and acts to be 
for the best interests of the corporation, its stock- 
holders and creditors, or to be necessary to prevent 
loss of assets; deny that provision was made by the 
defendants, or either of them, for payment of 
the creditors of Mutual Gold Corporation. 


ILI. 

For reply unto the second defense in said an- 
swer, the plaintiffs admit, deny and allege: [154] 

(1) Deny that plaintiff Helen Maude Lorenz 
is estopped to bring this action; admit that she gave 
a proxy to J. EK. Stiegler to be voted by him at the 
meeting of the stockholders held August 6, 1838, 
but deny the passage of the alleged resolution 
claimed to have been passed at said meeting, and 
deny the legality thereof. That the cal! for said 
meeting did not include among the purposes of said 
meeting, the organization by Mutual Gold Corpora- 
tion of Log Cabin Mines Company, or any new corpo- 
ration, or subscription to the stock thereof, or trans- 
fer of all, or any, of the assets of Mutual Gold 
Corporation to any such corporation, nor include 
proposed authorization of the acts, transactions, or 
instruments, or any thereof, under attack in the 
complaint. The proxy given by Helen Maude Lor- 
enz to J. E. Stiegler did not authorize lim to vote 
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im support of any such resolution or action, or any 
resolution of like import. 


IV. 

For reply unto the third defense in said answer, 
plaintiffs admit, deny and allege as follows: 

(1) Admit that on the 18th day of July, 1939, 
in the Superior Court of the State of California 
min and for the County of Los Angeles, there was 
made and entered in Case No. 440-367, entitled: 
‘‘Log Cabin Mines Company, a corporation, plain- 
tiff, vs. Mutual Gold Corporation, a corporation, et 
al, defendants’’, a purported and pretended final 
judgment purporting to quiet title to said purchase 
contract in Log Cabin Mines Company. Plaintiffs 
deny that said judgment has become final or res 
adjudicata as against these plaintiffs, or at all. Said 
judgment was rendered by default solely upon false 
allegations in the complaint therein [155] that Log 
Cabin Mines Company was the owner by assign- 
ment of the said purchase contract, and that Mu- 
tual Gold Corporation wrongfully claimed and as- 
serted an interest therein, whereas, Mutual Gold 
Corporation was the actual owner, but at the time 
was disclaiming ownership of the said purchase con- 
tract, and Log Cabin Mines Company had no in- 
terest therein except to the extent that it was a 
trustee for Mutual Gold Corporation in respect 
thereto. 

(2) <At the time of the alleged transfer of the 
purchase contract, an interlocking directorate ex- 
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isted between said two companies, Mutual Gold Cor- 
poration and Log Cabin Mines Company, in that 
G. H. Ferbert and W. L. Guill were members of 
each thereof, and a majority of the directors of 
each company were, and have been at all times, 
dominated and controlled by Frank <A. Garbutt, 
and the action, Case No. 440-367, was brought by 
Log Cabin Mines Company against Mutual Gold 
Corporation in collusion between defendants, as 
part of the plan complained of in the complaint. 
(3) None of the plaintiff stockholders, nor any 
considerable number of stockholders of Mutual 
Gold Corporation (other than Frank A. Garbutt, 
W. L. Guill, G. H. Ferbert, J. E. Stiegler and Rus- 
sell F. Collins) had any knowledge or information 
of the institution or pendency of said action, or the 
entry of judgment therein, until the answer in this 
case was served. he issues in said action were false, 
sham, feigned, and fictitious, and the court in which 
judgment was rendered was without jurisdiction of 
the subject matter, or the cause of action, for that 
the situs of said purchase contract, and the vendee's 
interest in the property covered thereby, was in 
Mono County, Califomia, and not elsewhere. [156] 
The directors and executive officers of Mutual Gold 
Corporation acted in excess of their powers in tail- 
ing and refusing to defend said action and in per- 
mitting judgment to go by default, all with the 
fraudulent purpose to affirm by said judgment the 


lodgment of the purchase contract, and the vendee's 
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interest therein, in Log Cabin Mines Company. Said 
purchase contract, and the vendee’s imterest there- 
in, Was a material, and the main asset of Mutual 
Gold Corporation, without which it could not carry 
on its corporate activities. 

(4) When said action, Case No. 0-367, was 
instituted, a stockholders’ action, to-wit: Case No. 
103 233, was and ever since has been, pending in 
the Superior Court of the State of Washington for 
Spokane County, in which A. P. Bateham and E. T. 
tichter were plamtiffs, and Frank A. Garbutt, Mu- 
tual Gold Corporation and Log Cabin Mines Com- 
pany were defendants, which action was a_stock- 
holders’ suit, brought by the minority stockholders 
of, and on behalf of, Mutual Gold Corporation, to 
quiet its title to said purchase contract. The several 
defendants herein knew of the pendency thereof 
and of all the proceedings therein, and Log Cabim 
Mines Company, notwithstanding such knowledge, 
falsely alleged in the complaint in said action that 
Mutual Gold Corporation wrongfully claimed an in- 
terest in the purchase contract, when mm fact Mu- 
tual Gold Corporation, by said dominated board of 
directors, wrongfully refused in said action to claim 
any imterest, but disclaimed any interest, in the 
purchase contract. 

we 

For reply unto the fourth defense in said answer, 

the plaintiffs admit, deny and allege: [157] 
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(1) Deny each and every allegation therein con- 
tained, and deny the passage of any resolution at 
said stockholders’ meeting of August 6, 1938. The 
stockholders of Mutual Gold Corporation did not, 
unanimously or otherwise, by any resolution, auth- 
orize Mutual Gold Corporation, its board of direc- 
tors, or executive officers, to organize, or cause to be 
organized, Log Cabin Mines Company, or any new 
corporation, for which Mutual Gold Corporation 
would subseribe for all, or any part, of the capital 
stock thereof, or transfer all, or any, of the assets 
of Mutual Gold Corporation thereto. That no call 
for stockholders’ meeting on said date, or at any 
other time, mformed the stockholders of Mutual 
Gold Corporation of any purpose, or proposal, to 
organize, or authorize the organization of Log 
Cabin Mines Company, or any new corporation, or 
subscribe for the capital stock, or any thereof, of 
Log Cabin Mines Company, or any new corporation, 
or transfer all, or any of the assets of Mutual Gold 
Corporation thereto, and no proxy by any stock- 
holder authorized any holder thereof to vote to 
authorize the passage of any resolution for any of 
said purposes. That any such resolution would have 
been, and was, in violation of the laws of the State 
of Washington and the public policy of said state, 
for that no meeting was called, or held, for any of 
said purposes, nor lawful approval of the stock- 
holders obtained, as required by the laws of Wash- 
ington and the public policy of said state. 
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For reply unto the fifth defense in said answer, 
the plaintiffs admit, deny and allege: 

(1) Deny that they are not the real parties in 
interest herein; [158] deny that the real party in 
interest is J. A. Vance; deny that said suit was 
brought at his instigation, but admit that he was 
one, among others, who solicited the plaintiffs to 
act as such, and that since the action was brought 
he has contributed to pay the cont costs and at- 
tormevs’ fees ncurred therein; deny that any other 
stockholders’ suit has been brought to their know- 
ledge, except a suit brought in the Superior Court 
of the State of Washington for Spokane County, in 
which A. P. Bateham and E. T. Richter were plain- 
tiffs and rank A. Garbutt, Mutual Gold Corpora- 
tion and Log Cabin Mines Company were defen- 
dants, 19 which swt jurisdiction has not been ob- 
tained over the subject matter of the cause of 
action, nor over the persons of any of the defen- 
dants. except Mutual Gold Corporation, and which 
is hot upon the cause of action sued on herem. Denv 
that J. A. Vance has any plan to control Mutual 
Gold Corporation or its property; deny that this 
sult was hot brought in good faith, or for the bene- 
fit of the minority stockholders of the corporation: 
deny that the said J. A. Vanee is estopped to bring 
this action. 
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Wherefore, Plaintiffs pray judgment upon their 
complaint herein. 
W. H. ABEL 
O. C. MOORE 
FREDERICK D. ANDERSON 
650 Subway Terminal Build- 
ing, Los Angeles, California. 
Attorneys for Plaintiffs 
[Isndorsed]: Filed Sept. 3, 1940. [159] 


At a stated term, to wit: The September ‘erm, 
A. D. 1941, of the District Court of the United 
States of America, within and for the Central Di- 
vision of the Southern Distviet of California, held 
at the Court Room thereof, in the City of Los An- 
geles on Tuesday, the 16th day of September, in the 
vear of our Lord one thousand nine hundred and 
forty-one. 

Present: The Honorable: Ben Harrison, District 
Judge. 
No. 714-BH Civil 
HELEN M. SUTHERLAND, et al., 
Plaintiffs, 
VS. 
FRANK A. GARBUTT, et al., 
Defendants. 
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CHANDIS SECURITIES CoO., a corp., 
Cross-complainant, 
VS. 


MUTUAL GOLD CORPORATION, a corp., 

LOG CABIN MINES COMPANY, a corp., 

and ALICE CLARK RYAN, 
Cross-defendants. 


This cause having been heretofore heard by the 
Court at the trial on evidence both oral and docu- 
mentary, argument of counsel, both oral and by 
brief, and was ordered submitted, and the Court 
having duly considered the record, evidence, plead- 
ings, and the law applieable, and being fully ad- 
vised in the premises now hands down and orders 
filed its Memorandum of Opinion, and in aecord- 
ance therewith orders the cross-complaint dismissed 
without prejudice, and that defendants are entitled 
to judgment and are directed to prepare and sub- 
mit findings of facet and conclusions of Jaw. Memo- 
randum of Opinion filed. [175] 


[Title of District Conrt and Cause. ] 
MEMORANDUM OPINION 
No useful purpose will be served in this memo- 
randum opinion to attempt to set forth a detailed 


statement of the facts. This case in one sense is a 
re-enactment of the case of Vanee v. Mutual Gold 
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Corporation, 108 P. 2d, 799, and the recital of facts, 
in so far as they are pertinent to the case now at 
issue, is adopted by me as the historical background 
of this case. While I appreciate the plaintiffs in the 
two cases are different and the purpose of the liti- 
gation is different, vet, at the same time, the present 
litigation is the outgrowth of the Garbutt contracts 
mentioned in the Vance case, and for the purpose of 
this memorandum opinion, IT shall discuss the legal 
[176] effect of the transactions represented by the 
Garbutt contract Exhibit 13. 

The court has been principally concerned as to 
whether or not said corporation had authority to 
enter into said contract and the consummation 
thereof, whereby it transferred all of its assets to the 
Log Cabin Mines Company. In other words, was 
said contract and the consummation thereof intra 
or ultra vires. 

This brings me to the question as to whether the 
Washington statutes of 1932 apply or whether the 
powers and authority of this corporation were 
broadened by the amendments of 1933. Plaintiffs 
contend that the rights of the stockholders were 
fixed by the state of the law at the time of its in- 
corporation and that it was bevond the power of 
the legislature to broaden or change said powers by 
subsequent legislation. I have concluded that this 
corporation had the powers conferred upon it by 
the Jaws of Washington at the time this agreement 
was entered into. Section 1, Art. XIJ, of the con- 
stitution of Washington provides as follows: 
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‘*Corporations may be formed under general 
laws, but shall not be created by special acts. 
All laws relating to corporations may be al- 
tered, amended or repealed by the Legislature 
at any time, and all corporations doing busi- 
ness in this state may, as to such business, be 
regulated, limited or restrained by laws.” 


Thus it will be seen that Washington followed 
the practice suggested in the Dartmouth College 
ease and reserved the power-to alter or amend the 
laws controlling existing corporations, and that said 
constitutional provision became a part of the con- 
tract or articles of meorporation and the meorpora- 
tors and subsequent stockholders became stockhold- 
ers In said corporation subject to the rights of the 
state to amend the statutes as provided in said con- 
stitutional provision. Looker v. Maynard, 179 U.S. 
46; Union Trust Co. v. Moore, 175 Pac. 565, 567; 
Dike ~. Force, 208 Pae. 67; 16 C. J.S., p. 7o7isees 
320. [177] 

See, 3803-36 Rem. Rev. Stat. provides as 
follows: 

“A voluntary sale, lease or exchange of all 
the assets of a corporation may be authorized 
by it upon such terms and conditions as it deems 
expedient, including an exchange for shares in 
another corporation, domestic or foreign. 

“Tf the corporation is able to meet its la- 
bilities then matured, such authorization shall 
be given at a meeting of shareholders, duly 
ealled for the purpose, and by such vote of the 
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shareholders as may be provided for im the 
articles of incorporation, or, if there be no such 
specific provision, then by the vote of the hold- 
ers of two-thirds of the voting power of all 
shareholders. If the corporation be unable to 
meet its liabilities then matured, such authoriza- 
tion may be given by the vote of the board of 
directors. 

“This section shall not be construed to 
authorize a conveyance or exchange of assets 
which would otherwise be m fraud of corporate 
creditors or of minority shareholders or share- 
holders without voting rights. (lL. 733, sec. 36, 
p. 798.)”’ 


This section certainly authorizes the transfer of 
all of the assets to the og Cabm Mines Company 
in exchange for stock in the said company. In other 
words. the transaction was within the power of the 
corporation. But plaintiffs contend that the notice to 
stockholders was insufficient. T consider the notice 
sufficient and the court m the Washington case ap- 
parently under findings XTT and XIIT found that 
the resolution passed pursuant to said notice was 
sufficient. The notice and resolution passed im pur- 
suance thereto were broad enough to cover the 
authorization of the agreement. Even if the notice 
was insufficient, the board of directors had the 
authority in view of the fact that the corporation 
had matured Habilities. If the plaintiffs in the case 
were dissatisfied with the resolution, they had their 
remedy under [178] Sec. 3803-41 Rem. Rev. Stat. 
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Plaintiffs complain that the contract and transfer 
was in fraud of creditors but the case of Vance v. 
Mutual Gold Corporation, 108 P. 2d 799-804, dis- 
poses of this point when the court stated: 

cs * * Appellants’ situation is more favor- 
able than at any time since the formation of the 
corporation. Respondents’ board of directors 
has not put it out of the power of the company 
to pay its contracts. On the contrary, the ¢om- 
pany is in a much better position to pay all of 
those obligations, mcluding the notes owing to 
appellants.’ 


Even under the laws of Washington, as they 
existed in 1932, the transfer would not be ultra vires 
under Logie v. Mother Lode Copper Mines Co. of 
Alaska, 179 Pae. 835. [ agree with defendants that 
this ease is authority for the condemned acts of the 
Mutual Gold Company. The articles of the Mutual 
Gold were sufficiently bread to permit the transfer 
or exchange. Plaintiffs place great reliance upon the 
case of Moore v. Los Lugos Gold Mines, 21 P. 2d, 
253, but that case involves primarily the contractual 
relationship between the stockholders and the cor- 
poration, wherein certain non-assessable stock was 
issued and presents an entirely different factual 
situation from the case before me or as set forth m 
Logie v. Mother Lode Copper Mines, supra. In this 
ease we have in a sense no vested contractual rights 
involved. Theis v. Spokane Falls Gashght Co., 74 
Pac. 1004, antrdates the amendment of 1933 and 
deals with a going prosperous coneern, beside it ap- 
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pears that this case has been specifically overruled 
by Lange v. Reservation Mining and Smelting Co., 
93 Pac. 208. The ease of Child v. Idaho Hewer 
Mines, 284 Pac. 80, familiar to counsel for plaintiff 
also supports my conclusion. I realize that it is dif- 
ficult to reconcile many of the authorities but the 
rights of the stockholders when made non-assessable 
by the articles of incorporation are always protected. 
(16 C. J. 8. 759.) Thompson on Corporations, Third 
Ed. Vol. 1, see. 429. [179] 

_ It is interesting to note under the authority of 
Moore v. Los Lugos Gold Mines, supra, that the de- 
fendants might very easily be deemed guilty of 
laches (see page 264-5). 

It must be remembered that Subdivision (b) of 
Article 2 of the Articles of Incorporation of Mu- 
tual Gold provides as follows: 

“To acquire by purchase or exchange, ov in 
any other manner, m the United States or in 
Foreign Countries, mining claims, grounds or 
lodes, mining and mineral rights, concessions 
or grants, or any interest therein, and to sell, 
exchange, lease or in any other manner to dis- 
pose of the whole or any pait thereof or any 
interest therein when desirable.” 


In Pitcher v. Lone Pine-Surprise Consol. Min. 
Co.. 81 Pac. 1049, the Supreme Court of Washing- 
ton stated: 

“The selling of these mines was not an act 
ultra vires. The articles of incorporation, among 
other things, recite, ‘The purpose for which this 
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corporation ts formed are to work, operate, buy, 
sell, lease, locate, acquire, procure, hold and 
deal in mines,’ ete. The trustees, therefore, had 
the power to sell these mines.”’ 


As far as I can ascertain this case has never been 
overrnied. It would, therefore, appear under this 
authority that the acts of the corporation were not 
ultra vires. 

In view of my conelusions, Hirschfeld v. Melin- 
ley, 78 F. (2d), 124, 131, and Cecil B. DeMille Pro- 
ductions v. Woolery, 61 F. (2d), 45, have no bearing 
on the case at bar. 

Coombes v. Getz, 285 U. 8. 484 and Ettor v. City 
of Tacoma, 228 U. 8. 148, both involve vested rights 
at the time the Jaw was changed, while in this case, 
the law had been changed long prior to the transae- 
tions under attack. For a fine distinction see Rainey 
wv. Michel, 57 P. 2d. 932; (105 A. LL. R. 148). 

I do not hold there was a sale, nor do I look upon 
the transaction [180] as a conversion. I further feel 
that the consideration was adequate. 

Plaintiffs insist that the transaction was not a 
sale, and if it was a sale, it should have been for 
cash. The court, as stated before, does not consider 
the transaction a sale but an exchange for the pur- 
pose of creating an operating company. Plaintiffs 
also attack the power of exchange and cite 63 A. 
L. R. 1004, but as heretofore pointed out the statutes 
and the articles of incorporation are broad enough 
to cover such exchange. (See other notes in 63 A. 
L. R. 1004.) 
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Plaintiffs have raised many points and showered 
the court with citations. I have examined the same 
with care and for the purpose of assisting counsel 
in the preparation of findings make the following 
comments : 

1. The Log Cabin was not set up to evade the 
law. 

2, The Log Cabin was not set up to evade a con- 
TACT. 

3. Mutual Gold did not incorporate Log Cabin. 

+. The transaction was not a dissolution. 

» The transaction did not involve a reduction 
of capital stock. 

6. Garbutt was not guilty of fraud, duress or 
COeKCION. 

fam of the opinion that all parties acted in good 
faith. The directors were faced with a serious situa- 
tion and can see no fraud because they preferred 
to deal with Garbutt instead of Vance. The plain- 
tiffs infer fraud at every step but I find against 
them in that respect. 

This case looks to me like the kettle calling the 
pot black. The entire trouble developed when Vance 
was mnable to put over his deal. At the time he sub- 
nitted his proposition to the corporation he wn- 
doubtedly thought the corporation had no other al- 
ternative but to accept it but when the directors, 
through their own initiative, worked out a deal with 
Garbitt, the fur began to fly. From that time on it 
has been a battle reval, and it is a reasonable in- 
ference that the real [181] party in interest mm this 
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case is J. A. Vance. (See Mrs. Sutherland's deposi- 
tion.) This inference can also be drawn from the 
fact that the same counsel appearing in this action 
also appeared in the Washington case; that Vance 
was personally present at the trial and that the com- 
bmed holdings of the plaintiffs would not justify 
either the institution or prosecution of this action. 

T appreciate the fact that at the trial I refused 
to allow the defendants to go into this phase of the 
ease (See Transeript p. 333), but evidently under 
the authorities of Pitcher v. Lone-Pine-Surprise 
Consol. Min. Co., supra: Breeze v. Lone Pine-Sur- 
prise Consol. Min. Co., 81 Pac. 1050, and Speckert 
v. Bunker Hill Arizona Min. Co., 106 P. 2d 602, I 
was 1n error. 

The findings in the trial court in Washington 
covered much of the ground covered in this case. 
My conclusions are similar to Judge Greenough’'s 
and I adopt.findings ATT, NTH, XIV, X ¥ Sand 
XVI. I also adopt his conclusions of law, Nos. I 
amd J¥. 

By reason of a stipulation on file, the cross-com- 
plaint is dismissed without prejudice. 

Defendants are entitled to judgment and are di- 
rected to prepare and submit findings of fact. 


Dated: Los Angeles, California, September 16, 
1941. 
BEN HARRISON 
Judge. 


[Endorsed]: Filed Sept. 16, 1941 [182] 
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FINDINGS OF FACT AND 
CONCLUSIONS OF LAW 


The above-entitled cause came on for trial on 
March 18, 1941, at 10 o’clock a. m., and was there- 
after on that day and on March 19, 20, and 21, 1941, 
tried before the Honorable Ben Harrison, Judge 
presiding, a trial by jury having been waived by 
the parties to said action. Plaintiffs did not appear 
in person, but appeared by their attorney Frederick 
D. Anderson, Esq., on whose motion W. H. Abel, 
Esq., and O. C. Moore, Esq. of the State of Wash- 
ington were admitted by the Court to practice be- 
fore it in this case and to be associated with said 
Frederick D. Anderson as attorneys for the plain- 
tiffs. Defendant Frank A. Garbutt and defendant 
and [185] cross-defendant Alice Clark Ryan ap- 
peared m person and by their attorney David F. 
Hinckle. Esq.; defendants and ecross-defendants Log 
Cabin Mines Company, a corporation, and Mutual 
Gold Corporation, a corporation, appeared by their 
attorney said David E. Hinckle, on whose motion 
Wilham L. Grill, Esq. of the State of Washington 
was admitted by the Court to practice before it m 
this case and to be substituted for said David FE. 
Hinckle as attomey for said Mutual Gold Corpora- 
tion. Thereafter, and until the Court adjourned on 
March 20, 1941, defendant and cross-defendant Mn- 
tual Gold Corporation was represented by said Wil- 
liam L. Grill as its attorney, at whieh time, on lis 
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motion he withdrew as such attomey and said David 
E. Hinckle was substituted for him. Defendant and 
cross-complainant Chandis Securities Company, a 
corporation, appeared by its attorney Richard G. 
Adams, Esq. 

Both oral and documentary evidence were intro- 
duced by the respective parties. Thereafter the 
eause was orally argued for the plaintiffs to the 
Court, and was briefed by the parties. On Septem- 
ber 12, 1941, defendants and cross-defendants stipu- 
lated in writing with cross-complainant, by and 
through their respective attorneys, that the cross- 
complaint filed herein be dismissed without preju- 
dice. On September 16, 1941, the Court ordered said 
cross-complaint dismissed without prejudice pimur- 
snant to said stipulation, and ordered judgment for 
the defendants against the plaintiffs. 

And the Court, being fully advised in the 
premises, now makes its findings of fact and its con- 
clusions of law as follows: 

Findings of Fact 
ie 

Plaintiffs Helen M. Sutherland and Charles W. 
Sutherland are citizens of the Dominion of Canada. 
Plaintiffs M. I. Higgens and Maybelle Higgens are 
citizens of the State of Idaho. Plaintiff Helen Maude 
Lovenz is a citizen of the State of Oregon. [186] 
Defendant Frank A. Garbutt and defendant and 
eross-defendant Ahce Clark Ryan are citizens of 
the State of California. 
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IT. 

Defendant and cross-defendant Log Cabin Mines 
Company is a corporation organized under the laws 
of the State of Califomia. Defendant and cross- 
complainant Chandis Securities Company is a eor- 
poration organized under the laws of the State of 
California. 

JD 

Defendant and cross-defendant Mutual Gold Cor- 
poration was organized as a corporation under the 
laws of the State of Washineton on Mav 11, 1932, 
and is now a corporation organized and existing un- 
dey said laws. On November 8, 1933, Mutual Gold 
Corporation was duly cualified under the laws of 
the State of California to engage in business therein, 
and ever since has been so qualified. 


ih 

Mutual Gold Corporation's Articles of Incorpora- 
tion provide that the objects and purposes for which 
the corporation is organized are, among others, to 
sell, exchange, lease, ov in any other manner to <is- 
pose of the whole er any part of its mining clans, 
erounds or Jodes, mining and mineral rights, con- 
cessions, or grants, or any interest therein when 
desirahle, and to buy, sell, and otherwise deal m 
ores, metals, plants, machinery, tools, implements, 
eroceries, provisions, clothing, boots and shoes, hard- 
ware, wooden and metallhie ware, and all other ar- 
ticles and things in anywise required or capable of 
being used in connection with mining operations. 
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Mutual Gold Corporation has outstanding 2,641,- 
182 shares of capital stock. At the time the acts 
complained of were performed, and at all times 
since, plaintiffs Helen M. Sutherland and Charles 
W. Sutherland each owned 333 of said shares; 
plaintiffs M. I. Higgens and Maybelle Higgens each 
owned 33313 of said [187] shares, and plaintiff 
Helen Maude Lorenz owned 500 of said shares. 


VI. 

Plaintiffs brought and maintain this action as 
stockholders of, and for and on behalf of Mutual 
Gold Corporation, and for and on behalf of all the 
stockholders of Mutual Gold Corporation similarly 
situated, a controlling majority of the directors and 
a majority of the stockholders of that corporation 
heing opposed to the bringing of such suit. 


Nall: 
The matter in controversy, exclusive of interest 
and costs, exceeds the sum of $3,000.00. 


THULE 

On July 13, 1932, Chandis Securities Company, 
Mis. M. N. Clark, and Alice Clark Rvan, as owners 
of mghteen lode gold mining claims in Mono Coun- 
tv, California, entered into a written contract to sell 
suid claims for $150,000.00 to Russell F. Collins and 
Ben L. Collins, a copy of said contract being in 
evidence as Exhibit 2, and being hereby made a part 
of these findings. Mutual Gold Corporation was or- 


EXHIBIT 2 is set forth in Complaint, as Exhibit 1 thereto, at page 23. 
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eanized, and on July 18, 1932, the contract was as- 
signed to it with the consent of the sellers, said 
corporation assuming the buyers’ obligations. The 
contract was amended in 1934 by written instru- 
ment, in evidence as Exhibit 3 and hereby made a 
part of these findings. Mrs. M. N. Clark's interest in 
the contract and said claims was transferred in 1935 
to Alice Clark Ryan. Said contract was amended 
again in 1936 by written instrument, im evidence as 
Exhibit + and hereby made a part of these findings. 
Frank A. Garbutt acted as agent for the owners in 
negotiating the contract and the amendments, and 
continued to represent them until October 3, 1938, 
but not thereafter. Said contract as amended called 
for a payment of $10,000.00 on November 1 in each 
of the vears 1937, 1938, 1939, and 1940 to the sellers, 
and payment of the whole balance of the purchase 
price on November 1, [188] 1941, and required that 
said claims should be developed, that when sufficient 
tonnage of commercial ore was in sight to justify 
it a mill suitable for economical milling should be 
erected, and that ore should be milled. 


Exe. 

Mutual Gold Corporation paid a total of $20,000.00 
on said purchase price and expended in excess of 
$150,000.00 in the performance of its contract with 
the sellers up to April, 1938, at which time opera- 
tions ceased because funds available for operating 
had been exhausted. 


EXHIBIT 3 is set forth in Complaint, as Exhibit 2 thereto, at page 38. 
EXHIBIT 4 is set forth in Complaint, as Exhibit 4 thereto, at page 45. 
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x, 

In July, 1938, Mutual Gold Corporation was in 
need of funds to build a mill in place of the pilot 
mill which it had been operating. Thereupon Lloyd 
J. Vance, son of J. A. Vance, for himself and J. A. 
Vanee, submitted to Mutual Gold Corporation im 
writing a plan which js m evidence as part of Ex- 
hibit 5 and is made a part of these findings. At a 
meeting held July 18, 1938, the directors of Mutual 
Gold Corporation adopted a resolution as follows: 

‘Resolved that the offer of Llovd Vanee as 
submitted to ths meeting, (copy of which is 
spread upon the minutes) when changed and 
altered in conformity with the changes herein- 
before set out in these minutes, be and the same 
is hereby received, approved and recommended 
to the stockholders for acceptance; that the an- 
nual meeting of the stockholders be called and 
held as soon as possible and not later than the 
6th dav of August, A. D., 1938, at the hour of 
11:00 o’clock A. M. for the purpose of electing 
a Board of Directors and approving and acting 
upon the offer of the said Lloyd Vance for the 
sale and disposition of the undivided one-half 
interest in and to the holdings of the company, 
and anthorizing and empowermeg the Board of 
Directors to sell ov otherwise dispose of the 
whole or [189] any part of the assets of the cor- 
poration at such time or times and on such 
terms and conditions as they may deem ade- 
quate, and to form and enter into any working 


EXHIBIT 5 is set forth in Reporter's Transcript at page 230. 
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agreement along the lines as contemplated by 
the offer of said Lloyd Vance, or such other or 
different agreement as they may, in their abso- 
Inte discretion deem advisable, and to transact 
any and all other business that may come be- 
fore said meeting, and that the Secretary be 
and she is hereby authorized, empowered, and 
instructed to set the date of such meeting at the 
earliest moment possible as provided by law 
and the by-laws of this corporation, and that 
a letter be sent with the notice of such meeting 
to all the stockholders advising them fully with 
respect to the necessity of some such action and 
covering the activities of the company since the 
last report to them made under date of April 
5, 1938, such leyyer to be approved and signed 
by Mr. J. E. Stiegler as President; and that 
Wednesday, the 20th day of July A. D., 1938, 
at 12:00 o’clock noon be and the same is hereby 
fixed as a recorded date for the determination 
of the shareholders entitled to notice of such 
meeting. ”’ 


Said Vanee offer was supplemented by a letter 
written by Lloyd Vance to the corporation on Au- 
eust 12, 1938, said letter being in evidence as Ex- 
hibit 98 and being hereby made a part of these find- 
ings. Said J. A. Vance was the largest creditor, a 
large stockholder, a director, and vice president of 
Mutual Gold Corporation, and had entered into a 
contract dated August 29, 1936, with said corpora- 


EXHIBIT 98 is set forth in Reporter's Transcript at page 667. 
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tion to act as its general manager, said contract 
being in evidence as Exhibit 78. 


XI. 

On or about July 20, 1938, notice of the annual 
meeting of stockholders to be held on August 6, 
1938, in Spokane, Washington, was mailed to the 
stockholders of the Mutual Gold Corporation. Said 
notice is in evidence as Exhibit 6, and sets forth 
that the [190] meeting would be held 

“To authorize, empover and direct the Board 
of Directors to accept the offer of Llovd Vance 


as outlined in the letter of the President under 
date of July 20th, 1938, a copy of which letter 
is herewith enelosed, and by reference made a 
part hereof, and/or authorize, empower and di- 
rect the Board of Directors to make and enter 
into such other or different deal with Lloyd 
Vance. ov any other person or corporation, with 
respect to all of the assets of this corporation, 
the management, control and operation thereof, 
the division of the profits thereof or otherwise 
as such Board of Directors shall, in their abso- 
lute diseretion, deem expedient, advisable or 
desirable. 

‘To authorize and empower the Board of 
Directors to sell, lease, exchange or otherwise 
dispose of all of the assets of this corporation 
at such time or times, for such price and upon 
such terms and conditions, for cash or other- 
wise, as they shall, in their absolute discretion 


EXHIBIT 78 is set forth in Complaint, as Exhibit 3 thereto, at page 42. 
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deem expedient, advisable or desirable, includ- 
ing the exchanging for shares in another cor- 
poration, domestic or foreign.”’ 


XIT. 

The letter of the President under date of July 
20, 1938, referred to in said notice, is in evidence 
as Exhibit 8, is addressed to the stockholders, and 
accompaiied the said notice. After summarizing the 
Lloyd Vance proposal, it stated: 

“You will be asked to approve the offer (ve- 
ferring to that of Lloyd Vance) and authorize 
the Board to execute such contract as they shall 
deem advisable, and will also be requested to 
authorize them to sell or otherwise dispose of 
the whole or any part of the assets of the Mu- 
tual Gold Corporation at such time or times, and 
on such terms and conditions as they shall, mn 
their absolute discretion, [191] deem adequate 
so that they may be placed in a position to dis- 
pose of the whole or any part of the property, 
and have full authority to do so should they 
find it necessary or adyisable.”’ 


DOL. 
The meeting of the stockholders was held August 
6, 1938, pursuant to said notice. The stock present 
and entitled to vote was as follows: 


HP ORECCN TRY NU ps0) (a 856,404 shares 
PiReSee IN NC P105,9535 °° 
Present by endorsed certificates... 22 250) 


Total present and entitled to vote.........1,984,607  *‘ 
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The total issued outstanding stock was 2,633,830 
shares. At said meeting 649,223 shares or said issued 
stock was not present or represented, and did not 
vote. Each of the proxies voted thereat was in the 
form in evidence as Exlibit 7, hereby made a part 
of these findings, which form was as follows: 


‘* PYOxy 

“Know All Men by These Presents; That 1, 
the undersigned hereby constitute and appoint 
J. F Stregler, or J. X. Watice or... 
with power of substitution, my attorneys and 
proxies to appear and vote at the Annual Meet- 
ing of Stockholders of the Mutual Gold Cor- 
poration to be held at 401 Fernwell Building, 
Spokane, Washington, Saturday, August 6th, 
1938, at 17:00 o'clock A. M., aiid at any gid 
all adjournments thereof for the following pur- 
poses: 

“1. To elect a Board of Directors. 

“2. To approve, ratify and confirm the acts 
and proceedings of the Board of Directors and 
Officers of the corporation, since the last An- 
nual Meeting of Stockholders. [192 ] 

“3. To authorize. empower and direct the 
Board of Directors to accept the offer of Lloyd 
Vance as outlined in the letter of the President 
under date of July 20th, 1938, a copy of which 
letter is herewith enclosed, and by reference 
made a part hereof, and/or authorize, empower 
and direct the Board of Directors to make and 
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enter mto such other or different deal with 
Lloyd Vance, or any other person or corpora- 
tion, with respect to all of the assets of this cor- 
poration, the management, control and opera- 
tion thereof, the division of the profits thereof 
or otherwise, as such Board of Directors shall, 
in their absolute discretion, deem expedient, ad- 
visable or desirable. 

“4. To authorize and empower the Board 
of Directors to sell, lease, exchange or otherwise 
dispose of all of the assets of this corporation 
at such time or times, for such price and upon 
such terms and conditions, for cash or other- 
wise, as they shall, in their absolute discretion 
deem expedient, advisable or desirable, inelud- 
ine the exchanging for shares im another ¢or- 
poration, domestie or foreign. 

5. To take action upon and transact any 
other business which may properly and lawfully 
come before the meeting. 

“The undersigned hereby ratifies and con- 
firms all that either of said persons, or their 
substitute, may lawfully do at said meeting. 

imecmiims list day of July, a\. D., 1955. 

Son) SSAA salle a eee te erences eye 


ee ere reer rere terre rT ere rere rrr ers 


ING 
At said meeting, the following resolution was 
adopted, [193] all of said 1,984,607 shares being 
cast therefor: 
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‘*Resolved that the Board of Directors of this 
corporation be and they are hereby authorized, 
empowered, and directed to sell, lease, deal with, 
operate, exchange, or otherwise dispose of, to 
any person, persons or corporation desiring to 
purchase, lease, deal with, exchange, or operate 
same, any part of or all of the assets of this 
eorporation, at such time or times, for such 
price and upon such terms and conditions, for 
eash or otherwise, mncluding the exchanging for 
shares 1n another corporation, domestic or for- 
eign, as they in their absolute discretion deem 
expedient, advisable or desirable, and to per- 
form any other acts in this connection which in 
their judgment they may deem necessary or 
advisable. ’’ 

XV. 

At the time said resolution was adopted on Au- 
gust 6, 1938, Mutual Gold Corporation was not 
able to meet its obhgations then matured, the 
amount of which is set out in paragraph XXXV of 
these findings, and at no time thereafter and prior 
to the performance of the acts in this action com- 
plained of was it able to meet them. 


AE: 

In August, 1938, the directors of the corporation 
sought and obtamed from Frank A. Garbutt an 
agreement to finance the corporation on certam 
terms and conditions which were mcorporated in a 
contract between him and the corporation dated 
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September 2, 1938. Said contract provided that he 
was to take over the corporation’s assets and de- 
velop and operate its mining properties. It is in evi- 
dence as Exhibit 13, and is hereby made a part of 
these findings. 


NOT. 

Pursuant to resolution of the board of directors 
of Mutual [194] Gold Corporation passed Septem- 
ber 7, 1938, a special meeting of the stockholders 
was called for September 24, 1938, for the purpose 
of ratifying or refusing to ratify the contract of 
September 2, 1938, between Mutual Gold Corpora- 
tion and Frank A. Garbutt. Notice thereof, in evi- 
dence as Mxhibit 17, and form of proxy, m evidence 
as Exhibit 18, were mailed to the stockholders. At 
a meeting of the board of directors of Mutual Gold 
Corporation held September 19, 1938, the Board of 
Directors adopted a motion requiring the secretary 
to advise the stockholders that said meeting of 
stockholders called for September 24, 1938, had 
been called off by the board. Said proposed meeting 
of September 24, 1938, was never held. 


eG sal lll 

On September 22, 1938, said contract with Frank 
A. Garbutt was re-executed pursuant to a resolution 
of said board of directors adopted at a meeting reg- 
wlarly called and held on September 7, 1938, which 

provided that— 
“Tn view of the authority and power given 
to the hoard of directors by the stockholders at 


EXHIBIT 13 is set forth in Complaint, as Exhibit 6 thereto, at page 51. 
EXHIBIT 17 is set forth in Reporter’s Transcript at page 295. 


anit TSE eee fact oa Dannctattc Tranecring at page 296. 
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a special meeting of the stockholders called on 
the 6th day of August, 1938, and in view of the 
present financial condition of the company, this 
corporation do, and it hereby does, accept that 
certain contract bearing date the 2d day of Sep- 
tember, 1938, between Mutual Gold Corpora- 
tion, a corporation, and Frank A. Garbutt, and 
all of the terms and provisions thereof; and 
that the president of this corporation, My. J. FE. 
Stiegler, be and he hereby is authorized and 
directed to execute said contract, if the previous 
ratification thereof is not legally sufficient, for 
and on behalf of this corporation, and to exe- 
eute anv and all documents, papers, bills of 
sale, deeds, and conveyances necessary to make 
said document legally effective and to carry out 
the terms and conditions [195] and provisions 
thereof.’’ 


MIX, 

Mutual Gold Corporation executed its mining 
deed bearing date of September 21, in evidence as 
Exhibit 23, conveying said cighteen claims and 
others to Frank A. Garbutt, and executed its assign- 
ment hearing date of September 21, 1938, in evi- 
dence as Exhibit 24, transferring said purchase con- 
tract of Jniv 13, 1932, to Ma. Garbutt, and executed 
its hill of sale bearing date of September 22, 1938, 
in evidence as Exhibit 25, transferring to Mr. Gar- 
butt said corporation’s mining machinery, tools, 
supplies, and equipment. including its automotive 


EXHIBIT 23 is sct forth in Complaint, as Exhibit 7 thereto, at page 58. 
EXHIBIT 24 is set forth in Complaint, as Exhibit 8 thereto, at page 60. 
EXHIBIT 25 is set forth in Complaint, as Exhibit 9 thereto, at page 62. 
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equipment. Said deed, assignment, and bill of sale 
were made to Frank A. Garbutt in trust for a cor- 
poration to be formed. 


NX. 

Log Cabin Mines Company was organized under 
the laws of the State of Cahformia on October 18, 
1838, at the instance and under the direction of 
Frank A. Garbutt, with a capital stock of 10,000 
shares having a par value of $1.00 a share. The 
majority of the board of directors were at all times 
selected by Frank A. Garbutt and he at all times 
after the issue of its capital stock owned a majority 
thereof. 


DEX. 

Sail Loge Cabin Mines Company was not organ- 
ized by or for Mutual Gold Corporation. The organ- 
ization and incorporation of Log Cabin Mines Com- 
pany or any other new corporation by, or for, Mu- 
tual Gold Corporation was never submitted to, or 
authorized by, the stockholders of Mutual Gold Cor- 
poration, at any meeting called or held for that 
purpose, 


NCE, 

Said Log Cabin Mines Company was organized 
for the express purpose of acquiring all the prop- 
erty and assets of Mutual Gold Corporation and 
operating the same, and it has never engaged in 
[196] any other business than operating said pro- 


perties, 
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XXITI. 

Frank A. Garbutt’s relationship to Log Cabin 
Mines Company at all times subsequent to its organ- 
ization was as promotor, trustee, general manager, 
principal stockholder, and principal creditor. 


XXIV. 

It was impossible to eperate the Mutual Gold Cor- 
poration properties on the proceeds of a capitaliza- 
tion of Log Cabin Mines Company of ten thousand 
dollars ($10,009.00) at one dollar ($1.00) per share, 
which fact was at all times well known to Frank 
A. Garbutt and all other parties to this htigation. 


xXXW. 

Frank A. Garbutt proceeded to advance money 
and to do the things he had agreed to do, including 
the payment to the sellers of $10,000.00 on Novem- 
ber 1, 1938, for Mutual Gold Corporation. 


XVI. 

On October 31, 1988, Frank A. Garbutt gave Mu- 
tual Gold Corporation notice of termination of said 
contracts of September 2, 1938, and September 22, 
1938, and at the same time Mutual Gold Corpora- 
tion and Frank A. Garbutt entered into an agree- 
ment dated November 1, 1938, terminating said con- 
tracts and makine Frank A. Garbutt trustee for 
Mutual Gold Corporation of the transferred proper- 
ties. The action of the officers in executing said 
agreement was approved by the board of directors 
of Mutual Gold Corporation November 7, 1938. Said 
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notice of October 31, 1938, and said agreement of 
November 1, 1938, ave in evidence as Exhibit 32 and 
are hereby made a part of these findings, 


KXVIIT. 

On December 17, 1938, the board of directors of 
Mutual Gold Corporation adopted the following 
resolution : 

“Whereas this corporation has been negotiating 
for some few weeks with My. Frank A. Garbutt for 
a contract [197] along the lines of the contract made 

with him on or about September 2 and 22, 1938: 
and Whereas, the terms of such contract have been 
practically agreed upon; and Whereas, the form of 
such contract has been read to and studied by the - 
board; and Whereas, it will be for the best interests 
of this company that said contract be entered into: 
now. therefore, Be It Resolved that this company 
enter into said contract with said Frank A. Garbutt, 
which contract has been fully read, discussed and 
studied by the board; and Be It Further Resolved, 
that the President of this corporation be and he 
hereby is authorized and directed to deliver said 
contract to said Frank A. Garbutt and to Log Cabin 
Mines Company, a corporation.’”’ 


XXVITI. 
Thereafter Mutual Gold Corporation entered into 
a contract with Frank A. Garbutt and Log Cabin 
Mines Company. dated December 17, 1938, whereby 
Frank A. Garbutt became trustee of said transferred 


> EXHIBIT 32 is set forth in Complaint, as Exhibit 10 thereto, at page 65. 
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properties for Log Cabin Mines Company, and 
Wherein for a valuable consideration the said Log 
Cabin Mines Company undertook to become the 
operating company in carrying on the development 
and operation of said mining property. Said con- 
tract is m evidence as Exhibit 40, and is hereby 


Ss 


made a part of these findings. 


KOOL S 
At the next annual meeting of Mutual Gold Cor- 
poration’s stockholders held on February 1, 1939, 
the contract of December 17, 1988 (Exhibit 40 above 
referred to) was ratified by a resolution of the stock- 
holders. Neither the notice of said meeting, in evi- 
dence as Exhibit 94 and hereby made a part of these 
findings, nor the proxy form solicited by the man- 
agement, in evidence as Exhibit 95 and hereby made 
& part of these findings, contained anv reference to 
such proposed action of the stockholders. The stock 
present at said meeting and entitled to vote was as 
follows: [198] 
Present in person 164,114 shares 
Present by proxy 2,149,342 ” 
Total present and entitled to 
vote 2,313,456” 


The vote upon said resolution ratifying the said 
contract of December 17, 1938, was as follows: 


Shares voting for 1,458,9691/4, 
Shares voting against 84115324 


EXHIBIT 40 is set forth in Complaint, as Exhibit 11 thereto, at page 69. 
EXHIBIT 94 ts set forth in Reporter’s Transcript at page 606. 
EXHIBIT 95 is set forth in Reporter's Transcript at page 607. 


vs. Frank A. Garbutt, et al. 197 


Said contract was also approved by resolution of 
the board of directors held on June 6, 1939. 


XXX. 

On October 20, 1938, 8. C. Hall, a friend of Frank 
A. Garbutt’s made a subscription to the capital stock 
of Log Cabin Mines Company. He cancelled the sub- 
scription on November 2, 1958. No further stock 
subseription was made until on or about April 17, 
1939, when Mutual Gold Corporation subseribed for 
the entire capital stock and borrowed ten thousand 
dollars ($10,000.00) from Frank A. Garbutt to pay 
therefor. Frank A. Garbutt and Mutual Gold Cor- 
poration executed certain deeds, assignments, and 
bills of sale to Log Cabin Mines Company, the first 
of which was on Mareh 10, 1939, said documents 
being in evidence as Exhibits 45, 46, 47, 52, and 0. 
Thus, from the date of its organization to March 
10, 1939, Log Cabin Mines Company was entirely 
without assets. 


OIE 

The subscription to and purchase of said Log 
Cabin Mines Company shares by Mutual Gold Cor- 
poration had been authorized by resolution of Mu- 
tual Gold Corporation’s board of directors, and the 
borrowing of said $10,000.00 from Frank A. Gai- 
butt to pav for said shares had been authorized by 
resolution of said board on October 21, 1938. Said 

resolution read as follows: 
“Be It Further Resolved, that Mr. G. H. Fer- 
bert and Mr. W. lL. Grill are hereby authorized 


EXHIBIT 45 is set forth in Complaint, as Exhibit 12 thereto, at page 84. 
EXHIBIT 46 is set forth in Complaint, as Exhibit 13 thereto, at page 88. 
EXHIBIT 47 is set forth in Complaint, as Exhibit 14 thereto, at page 92. 
EXHIBIT 52 is set forth in Complaint, as Exhibit 15 thereto, at page 94. 
EXHIBIT O is set forth in the Reporter's Transcript at page 548. 
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and directed to arrange, if they deem it advis- 
able, for the organization of [199] a new cor- 
poration under the laws of California or any 
other state, with a par value of $10,000, di- 
vided into 10,000 shares, or such other par value 
ov number of shares as they may deem advis- 
able, and to subscribe to said shares for and on 
behalf of the Mutual Gold Corporation. 

Resolved, that Mx. G. H. Ferbert and Mi. W. 
L. Grill be and they ave hereby authorized and 
directed to negotiate a loan in the sum of 
$10,000 to pay for the subscription of $10,000 
to the new company in the event that a new 
company is organized.”’ 


NN Mw 

Said stock was issued on or about April 17, 1939, 
to Mutual Gold Corporation for $10,000.00 cash, 
and was deposited in escrow in Los Angeles, Calhi- 
fornia, under order of the California Commissioner 
of Corporations. Thereafter, Mutual Gold Corpora- 
tion transferred 5001 of said shares to Frank A. 
Garbutt pursuant to the terms of said contract of 
December 17, 1938. Said Mutual Gold Corporation 
still retains the remaining +999 of said shares, 
which are still in said escrow and have never heen 
pledged or othemvise encumbered. 


XXXII. 
The said deeds, assignments, and bills of sale to 
Log Cabin Mines Company transferred to that com- 
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pany both those of Mutual Gold Corporation’s as- 
sets that had been previously transferred to Frank 
A. Garbutt and those which had not, with the excep- 
tion of some tailings and the surface of the ground 
on which they lay. Said transfers to Log Cabin 
Mines Company were in exchange for its stock is- 
sued to Mutual Gold Corporation. 


COCKE 
The transfer of said assets of Mutual Gold Cor- 
poration to Log Cabin Mines Company was made 
upon a consideration which was not cash. [200] 


Pedersen 
The obligations of Mutual Gold Corporation at 
the time said transfers were made and on August 
6, 1938 and at all times thereafter were (1) approxi- 
mately $1,835.37 absolutely due and payable; (2) 
open accounts on production certificates $1,008.07, 
with mterest thereon, not due; (3) #30,000.00 1rep- 
resented by production notes according to the terms 
of the form of production note in evidence as Ex- 
hibit 69 and made a part of these findings, (+) open 
accounts with stockholders $22,785.04 not due; and 
(5) the unpaid balance of the purchase price under 

said contract of July 15, 1932. 


mRON I, 
On April 17, 1939, said Log Cabin Mines Com- 
pany employed Frank A. Garbutt as manager, and 
he has so acted at all times since without salary. 
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XXXVIT. 

The said contract executed on September 2, 1938 
and 1reexecuted on September 22, 1938, and said 
contract executed as of December 17, 1938 were 
made by the board of directors of Mutual Gold Cor- 
poration with the purpose and intent that out of 
the net proceeds from said mining property, Mu- 
tual Gold Corporation would pay all its outstanding 
indebtedness; and on August 23, 1939, in order 
that there might be no question as to their inten- 
tion, the said board of directors entered into a sup- 
plemental agreement with Frank A. Garbutt and 
Log Cabin Mines Company specifically providing 
that after the repayment of the amounts advanced 
by the operating company for labor and machinery 
and any other expenses as m said contract pro- 
vided, the net proceeds froin said mining property 
belonging and accruing to Mutual Gold Corporation 
should first be paid to discharge said indebtedness. 
Said supplemental agreement is in evidence as Ex- 
hibit J, and is hereby made a part of these findings. 


AXXVITTI. 

Since the making of said contracts, Log Cabin 
Mines Company and Frank A. Garbutt have ex- 
pended labor and money in the de- [201] velopment 
of the said mining property, installing thereon a 
new mill capable of milling mn excess of 100 tons 
of ove per day, together with other proper ma- 
chinery and equipment, so that the total expense 
of equipping and developing said property by the 


EXHIBIT J is set forth in Reporter’s Transcript at page 520. 
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said Log Cabin Mines Company and Frank A. Gar- 
butt since the making of gaid contracts has ex- 
ceeded the sum of $160,000.00, They have milled 
appvoxinately 48,500 tons of ore, for which approxi- 
mately $265,006.00 has been received. They have 
paid the owne1s $20,000.00 out of this on the pur- 
chase price of the said eighteen claims, and sub- 
stantially all the remainder has been expended in 
operating, developing, and protecting the mining 
property. None of the money advanced by Frank 
A, Garbutt has been repaid to him and no interest 
thereon has been paid, except that Mutual Gold 
Corporation is entitled to a credit of $5,001.00 for 
the 5,0G1 shares of Log Cabin Mines Company stock 
transferred to him, All ore extracted from the 
property by Frank A. Garbutt and Log Cabin Mines 
Company, and all proceeds therefrom, have been 
accounted for to Mutual Gold Corporation. 


AXRIX, 

None of the said acts of the Mutual Gold Corpo- 
ration or of its officers or directors, or of Log Cabin 
Mines Company or of its directors or officers, or of 
Chandis Securities Company or of its directors or 
officers, or of Frank A. Garbutt, or of Alice Clark 
Ryan, was performed to evade, or circumvent, or 
violate the laws of the State of Washington or any 
law, or to evade Mutual Gold Corporation’s said 
contract of August 29, 1936 with J. A. Vance or any 
other contract or obligation of Mutual Gold Corpo- 
ration, or to evade any contract or obligation of 
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any of the other said defendants, or to injure Mu- 
tual Gold Corporation or its stockholders or credi- 
tors or any one, or with the intent to defraud any 
one of any right or property, or pursuant to any 
conspiracy; but each act of all said defendants and 
officers and di- [202] rectors was done in good faith 
and in the belief that the best interest of Mutual 
Gold Corporation and its stockholders and credi- 
tors was being served thereby, and with the intent 
that such interests would be so served. 


Son, 

No act of any of said corporations or of their 
respective officers or directors, or of Alice Clark 
Ryan, was induced or influenced by any fraud, 
duress, or coercion of Frank A. Garbutt or of any 
other person. 


NL. 
Frank A. Garbutt has not converted any mineral, 
ore, or other property of Mutual Gold Corporation’s 
to his own use. 


X LIL. 

Said contract of July 13, 1932 for the purchase 
of said inining claims is in good standing and not 
in danger of being terminated because of any fail- 
ure to pay the sellers any installment payment on 
the purchase price of said claims. 

From the foregoing Findings of Fact, the court 
makes the following— 
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CONCLUSIONS OF LAW 


dig 

The transactions set forth in the foregoing find- 
ings of fact constituted an exchange of the assets 
of Mutual Gold Corporation for half the capital 
stock, less one share, of Log Cabin Mines Company, 
and did not constitute and were not equivalent to 
a sale of the assets of, or a reduetion of the capi- 
tal stock of, or a dissolution of Mutual Gold Cor- 
poration. 

JUL, 

Such exchange was and is authorized by the Ar- 
ticles of Incorporation of Mutual Gold Corporation 
and by its stockholders [203] and directors, and by 
the laws of the State of Washington. 


ge 

Mutual Gold Corporation did not by such ex- 
change put it out of its power to pay its obligations 
out of net production receipts accruing from the 
sale of ores or mninerals extracted from ores from 
its mining property, and did not jeopardize or in- 
terfere with the nights of its creditors or its stock- 
holders. 

IY. 

The board of directors of Mutual Gold Corpora- 
tion, in authorizing the execution of the said con- 
tracts and instruments for the development and 
operation of its mining properties acted without 
fraud and in the exercise of their sound discretion. 
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VG 
The acts of the defendants did not constitute 
fraud, either actual or constructive. 


VI. 

‘here was adequate consideration for said ex-: 
change and the executing of said contracts and in- 
struments; and said exchange, contracts, and 1in- 
struments are valid and legal. 


VIL. 
The force, effect, and vahdity of the purchase con- 
tract of July 18, 1932 have not been destroyed or 
impaired by any act of the defendants. 


Yen, 
Defendants are entitled to judgment that plain- 
tiffs take nothing by this action and that defendants 
shall recover their costs from the plaintiffs. 


1EXe 
By reason of the stipulation filed herein, cross- 
defendants are entitled to a judgment that the cross- 
complaint be dismissed without prejudice and with- 
out costs to either cross-defendants or cross-com- 
plainant. [204] 
Let judgement be rendered and entered acecord- 
ingly. 
Done in open court this 30 day of October, 1941. 
BEN HARRISON 
Judge 
[Endorsed]: Filed Oct. 30, 1941. [205] 
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In the District Court of the United States 
Southern District of California 
Central Division 


No. 714-BH 


HELEN M. SUTHERLAND, CHAS. W. SUTH- 
ERLAND, M. I. HIGGENS, MAYBELLE 
HIGGENS, and HELEN MAUDE LORENZ, 

Plaintiffs, 


Vs. 


FRANK A. GARBUTT, CHANDIS SECURI- 
TIES COMPANY, a corporation, ALICE 
CLARK RYAN, LOG CABIN MINES COM- 
PANY, a corporation, and MUTUAL GOLD 
CORPORATION, a corporation, 

Defendants. 


CHANDIS SECURITIES COMPANY, a corpora- 
tion, 
Cross-Complainant, 
VS. 


MUTUAL GOLD CORPORATION, a corporation, 
LOG CABIN MINES COMPANY, a corpora- 
tion, and ALICE CLARK RYAN, 

Cross-Defendants. 


JUDGMENT 
The above-entitled cause came on for trial on 


March 18, 1941, at 10 o’clock a.m., and was there- 
after on that day and on March 19, 20, and 21, 1941 
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tried before the Honorable Ben Tarrison, Judge 
presiding, a trial by jury having been waived by the 
parties to said action. Plaintiffs did not appear in 
person, but appeared by their attorney Frederick 
D. Anderson, Esq., on whose motion W. H. Abel, 
Esq. and O. C. Moore, Esq., of the State of Wash- 
ineton were adnutted by the Court to practice be- 
fore it in this case and to be associated with said 
Frederick D. Anderson as attorneys for the plain- 
tiffs. Defendant Frank A. Garbutt and defendant 
and [207] cross-defendant Alice Clark Ryan ap- 
peared in person and by their attorney David E. 
Hinckle, Esq.; defendants and cross-defendants 
Log Cabin Mines Company, a corporation, and Mnu- 
tual Gold Corporation, a corporation, appeared by 
their attorney said David E. Hinckle, on whose mo- 
tion William L. Grill, Esq. of the State of Wash- 
ington was admitted by the Cotrt to practice be- 
fore it in this case and to be substituted for said 
David I. Hinckle as attomey for said Mutual Gold 
Corporation. Thereafter, and until the Court ad- 
journed on March 20, 1941, defendant and eross- 
defendant Mutual Gold Corporation was repre- 
sented by said William L. Grill, as its attorney, 
at which time, on lis motion he was permitted by 
the Court to withdraw as such attorney and said 
David E. Hinckle was substituted for hin. Defend- 
ant and cross-complainant Chandis Securities Com- 
pany, a corporation, appeared by its attorney Rich- 
ard G. Adams, sq. 

Both oral and documentary evidence were intro- 
duced by the respective parties. Thereafter the 
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cause was orally argued for the plaintiffs to the 
Court, and was briefed by the parties. On Septem- 
ber 12, 1941, defendants and cross-defendants stip- 
wated in writing with cross-complainant, by and 
through their respective attorneys, that the cross- 
complaint filed here be dismissed without preju- 
(lice. 

The Court, being fully advised in the premises, 
and having heretofore signed and filed its findings 
of fact and conclusions of Jaw, now renders its 
judgment in accordance therewith. 

It is hereby ordered, adjudged, and decreed 

1. hat plaintiffs take nothing by thei action, 
and that defendants have and recover from the 
plaintiffs said defendants’ costs including daily 
Reporter's fees and disbursements in said action 
in the sum of $88.63. 

2. hat the cross-complaint filed herein be dis- 
missed without prejudice and without costs to 
either cross-defendants or [208] cross-complainant. 


Dated ths 50th day of Oct., 1941. 
BEN HARRISON 
Judge 
Judgment entered Oct. 30, 1941. 
Docketed Oct. 30, 1941. 
Book C.0O. #7 Page 229. 
R. S. ZIMMERMAN, 
Clerk, 
By MURRAY E. WIRE, 
Deputy. 


[Endorsed]: Filed Oct. 30, 1941. [209] 
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[Title of District Court and Cause. ] 
NOTICE OF APPEAL 

Notice is hereby given that Helen M. Sutherland, 
Charles W. Sutherland, M. J. Higgens, Maybelle 
Higegens and Helen Maude Lorenz, plaintiffs above 
named, hereby appeal to the Cireuit Court of Ap- 
peals for the Ninth Circuit from paragraph 1 of 
the final judgment entered mn this action on Oc- 
tober 30, 1941, which is in the following words and 
figures, to wit: 

It is hereby ordered, adjudged and decreed: 

“d. That plaintiffs take nothing by their action 
and the defendants have and recover from the 
plaintiffs said defendants* costs including daily Re- 
porter’s fees and disbursements in said action in 
the sum of $88.63.’’ 


Dated this 26th day of January, 1942. 
W. H. ABEL, 
O. C. MOORE, 
FREDERICK D. ANDERSON 
By FREDERICK D. ANDERSON 
Attorneys for Plaintiffs 
Address: 650 Subway Terminal 
Bide. 
Los Angeles, California. 
Telephone: Michigan 0804 
[itndorsed]: Copies mailed to David I. Hinekle 
and Richard G. Adams, Attys. for Defts. 
[Endorsed]: Filed Jan. 26, 1942. R. S. Zimmer- 
man, Clerk. By E. L. 8., Deputy. [211] 
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REPORTER'S TRANSCRIPT [1 (39) ] 
PLAINTIFFS’ EXHIBIT 1 
ARTICLES OF INCORPORATION OF 
MUTUAL GOLD CORPORATION 


Know all men by these presents, that we, the un- 
dersigned, Ben L. Collins and Harley Little, citi- 
zens of the United States and citizens and residents 
of the State of Washington, and Russell F. Collins, 
citizen of the United States and resident of the 
State of Idaho, have this day voluntarily associated 
ourselves together for the purpose of incorporating 
under the Laws of the State of Washington and do 
hereby certify in triplicate as follows: 


Article I. 


The name of this corporation shall be Mutual 
Gold Corporation. 


Article LI. 


‘The objects and purposes for which this corpora- 
tion 1s organized are as follows: 

a. ‘lo search, prospect and explore for ores and 
minerals of all kinds, to locate mining claims, 
erounds and lodes in the United States of America 
and the territories thereof, and in Foreign Coun- 
tries, and to record the same pursuant to the min- 
ing laws of the District and Country of their loea- 
tion; to work and develop mining claims, grounds 
and lodes; to crush, concentrate, smelt, refine, dress, 
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amalgamate and prepare for market ores, metals 
and mineral substances of all kinds, and to con- 
struct and maintain power houses, mills, and con- 
centrating reduction and refining plants and build- 
ines of every kind and nature, and to install there- 
in, or In connection therewith, such machinery and 
applances as may be necessary or convenient for 
earrving out the objects and purposes of the cor- 
poration. 

b. To acquire by purchase or exchange, or in 
any other manner, in the United States or in For- 
eign Countries, mining claims, grounds or lodes, 
mining and mineral rights, concessions or grants, 
or any interest therem, and to sell, exchange, lease 
or in any other manner to dispose of the whole or 
any part thereof or any interest therein when de- 
sirable. 

c. To acquire by location, purchase, exchange or 
in any other manner water and water rights, reser- 
voirs, acqueducts, mill sites, power sites, and rights 
of way which may be necessary or convenient in the 
development and operation of its mining proper- 
ties, or for other uses In connection therewith. 

d. To buy, sell, and otherwise deal in ores, 
metals, plants, machinery, tools, implements, gro- 
cerles, provisions, clothing, boots and shoes, hard- 
ware, wooden and metalic ware, and all other ar- 
ticles and things in anywise required or capable of 
being used in connection with mining operations, 
and to manufacture all such articles when required. 
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e. To arquire, construct, carry out, maintain, 
unprove, equip, manage, control, or superintend 
any roads, ways, private railways, private tram- 
ways, bridges, reservoirs, acqueducts, pipe lines, 
power plants, hydraulic works, factories, ware- 
houses and dwelling houses that may be required 
for the uses and purposes of the corporation. 

f. To acquire, own, hold, buy, sell and in every 
other manner deal in the shares of stock of other 
corporations, and to exchange shares of its own 
capital stock for any of the things, rights or prop- 
erties which it might otherwise lawfully acquire 
and hold as enumerated in this article. 

f. Lo borrow money for the purpose of acquir- 
ing, Improving, developing, operating and maintain- 
ing its nuning properties, and for all other lawful 
purposes in connection therewith, including the 
payment of debts and expenses, and to issue there- 
for its notes, bonds or other obhgations in writing, 
and to secure the same by mortgage or deeds of 
trust upon all or any part of its personal property 
and real estate and the appurtenances thereto. 


Aeaiicle LIE: 

The amount of capital stock of said corporation 
is $50,000.00 divided into five million shares of the 
par value of one cent per share. 

Article IV. 


The corporation shall be managed by a Board of 
three Directors which number may be increased 
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to seven at any regular stockholders’ meeting or 
special stockholders’ meeting called for that pur- 
pose; the names and addresses of the trustees who 
shall manage said corporation until July 18th, 1932, 
are as follows: 


Ben L. Collins Spokane, Wash. 
Harley Little Spokane, Wash. 
Russell I’. Collins Wallace, Idaho 


Article V. 

The term of existence of said corporation shall 
be fifty years. 

Article VL. 

The principal place of business of said corpora- 
tion shall be the City of Spokane, Washington, but 
meetings of the Board of Directors may be held at 
such other places within or without the State of 
Washington as may be provided in the By-laws 
or by resolution of the Board of Directors. 

In witness whereof, we have hereunto set our 
hands this 11th day of May, 1932. 

(Signed) BEN L. COLLINS 
(Signed) HARLEY LITTLE 
(Signed) RUSSELL F. COLLINS 


State of Washington, 
County of Spokane—ss. 

I, the undersigned, a Notary Pubhe in and for 
the above named County and State, do hereby cer- 


us. Frank A. Garbutt, et al. 213 


tify that on this 11th day of May, 1932, personally 
appeared before me Ben L. Collins and Harley 
Little, to me known to be the individuals described 
in and who executed the within imstrument, and 
acknowledged that they signed and sealed the same 
as their free and voluntary act and deed, for the 
uses and purposes herein mentioned. 


Given under my hand and official seal the day and 
year last above written. 
(Notarial Seal) 
(Signed) E. D. WELLER 
Notary Public in and for the State of Washington, 
residing at Spokane. 


State of Washington, 
County of King—ss. 

I, the undersigned, a Notary Pubhe in and for 
the above named County and State, do hereby cer- 
tify that on this llth day of May, 1932, personally 
appeared before me Russell F. Collins, to me known 
to be the individual described in and who executed 
the within instrument, and acknowledged that he 
signed and sealed the same as his free and voliun- 
tary act and deed, for the uses and purposes there- 
im mentioned. 


Given under my hand and official seal the dav 
and year last above written. 
(Notarial Seal) 
(Signed) O'TIS B. HARLAN 
Notary Public in and for the State of Washington, 
residing at Seattle. 
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ARTICLES OF AMENDMENT 
OF 
MUTUAL GOLD CORPORATION 


At a special meeting of the stockholders of Mu- 
tual Gold Corporation, called for that purpose, held 
at the office of the company in Spokane, Washing- 
ton on June 18th, 1934, there being represented at 
said meeting 3,285,612 shares of stock, either in 
person or by proxy, out of 4,562,935 shares outstand- 
ing. It was unaniuously voted to amend the articles 
of incorporation to increase the authorized capital 
of said corporation as follows: 

That Article ITI of said articles of incorporation, 
reading as follows, to-wit: 

“ticle 
‘The amount of capital stock of said corpo- 
ration is $50,000.00 divided into five million 
shares of the par value of one cent per share.”’ 


be and the same is hereby amended to read as 


Article ILI. 
The amount of capital stock of said corpo- 
ration 1s $70,000.00 divided into seven million 
shares of the par value of one cent per share. 


Dated at Spokane, Washington, June 20th, 1934. 
MUTUAL GOLD CORPORATION 
(Signed) ie. WOON) rr 
Vice-President. 
Attest: 
BEN. L. COLLINS 
Secretary 


vs. Frank A. Garbutt, et al. 215 


State of Washington, 
County of Spokane—ss. 

R. P. Woodworth and Ben L. Collins, being each 
first duly sworn, says: That they are respectively 
Vice President and Secretary of Mutual Gold Cor- 
poration; that the foregoing is a true and correct 
repoit of the special meeting of stockholders of 
said corporation called for the purpose of amending 
the articles of incorporation to increase the author- 
ized capital of said company. 

(Signed) R. P. WOODWORTH 
(Signed) BEN L. COLLINS 

Subscribed and sworn to before me this 20th day 

of June, 1934. 
(Signed) E. D. WELLER 
Notary Public for Washington Residing at Spokane 


CERTIFICATH OF AMENDMEN'T OF AR- 
TICLES OF INCORPORATION OF THE 
MUTUAL GOLD CORPORATION 

At a regular annual meeting of the stockholders 
of Mutual Gold Corporation, held in Spokane, 

Washington on February 5th, 1986, notice thereof 

being regularly given, which notice specified the 

purpose of amending the articles of incorporation 
relating to the capital of said corporation, the fol- 

Jowing resolution was regularly offered and see- 

onded: 

Resolved, that Articles IIL of the Articles 
of Incorporation of Mutual Gold Corporation 
be amended to read as follows: 
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“Article III. 
“The amount of the capital stock of said 
corporation is $157,500.00 as follows: 
a. $132,500.00 divided into 2,650,000 shares 
of common stock of the par value of 5¢ per 


oe 


share. 

‘bh, $25,000.00 divided into 100,000 shares 
of Class A common stock of the par value of 
25¢ per share, which shall have equal voting 
rights with the other common stock and shall 
receive a preference dividend of 25¢ per share 
before any dividend shall be declared upon the 
other common stock and after such preference 
dividend shall have been fully paid, the shares 
of both classes of stock shall be equal in all 
respects.” 


Upon said resolution being put to a vote, out of 
a total of 6,315,171 shares outstanding 4,276,589 
shares, present in person and by proxy, voted in 
favor of said resolution and 196,023 shares, present 
in person or by proxy, voted against said resolu- 
tion. 

It appearing that more than two-thirds of the 
outstanding stock voted for said resolution, Article 
ITI of said Articles of Incorporation was declared 
amended im accordance with the resolution. 

Thereupon, 1t was moved, seconded and wnani- 
mously carried by vote of 4,472,612 shares that the 
outstanding common stock of the corporation be 
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exchanged for the new common stock on the basis 
of three shares of the outstanding common stock 
for one share of the new common stock. 
(Signed) R. P. WOODWORTH 
Vice President 
(Signed) J. #. HALL 
Secretary 


State of Washington, 
County of Spokane—ss. 

R. P. Woodworth, as Vice-president and J. F. 
Hail, as Secretary of Mutual Gold Corporation, be- 
ing each duly sworn on oath depose and say: That 
the foregoing certificate is a true and correct copy 
of the proceedings of the annual meeting of the 
stockholders of Mutual Gold Corporation relating 
to the amendment of Articles of Incorporation, in- 
creasing the capital of said corporation and reducing 
the number of shares and providing for the basis 
of reduction of said shares. 

(Signed) R. P. WOODWORTH 
(Signed) J. F. HALL 


Subscribed and sworn to before me this 8th day 
of February, 1936. 
(Signed) E. D. WELLER 
Notary Public in and for the State of Washington, 
residing at Spokane. 


218 Helen M. Sutherland, et al. 


BY-LAWS OF THE MUTUAL GOLD 
CORPORATION 


Article I—Stoekholders 


Sec. 1. The annual meeting of the stockholders 
of this Company for the election of Directors shall 
be held at the office of the Company in the City 
of Spokane, Spokane County, Washington, on the 
first Monday in June of each vear if said day is 
not a legal holiday, but if a legal holiday then on 
the day following. 

Sec. 2. Special meetings of the stockholders may 
be called to be held at the office of the Company 
at its principal place of business, at any time bv 
the President, or by a majority of the Board of 
Directors. It shall be the duty of the President to 
eall a special meeting upon the written request of 
the holders of two-fifths of the stock of the corpo- 
ration. 

Sec. 3. In addition to the notice required by 
law, notice of meetings written or printed for every 
regular or special meeting of the stockholders, shall 
be signed by the President or Secretary and mailed 
by the Secretary of the Company to the last known 
address of each stockholder as shown by the books 
of the Company, not less than ten days before such 
meeting, and if for a special meeting, such notice 
shall state the object or objects thereof, and no 
other business shall be transacted at such special 
meeting. 
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Sec. 4. A quorum at any meeting of the stock- 
holders, which consists of a majority of stock is- 
sued, represented either in person or by proxy. A 
majority of sueh quorum shall decide any question 
that may come before the meeting. Every person 
acting therein in person or by proxy or by repre- 
sentative, inust be a bona fide stockholder, having 
stock in his own name on the stock books of the 
corporation, at least ten days prior to such meeting. 

sec. 5. Any stockholder may vote lis stock by 
proxy in writing, given to any other stockholder 
of the Company. No person shall vote as a proxy 
unless he is a stockholder authorized to act in said 
meeting, and shall present to and file with the Sec- 
retary, written authority so to do, signed by the 
stockholder whom he represents. 

Sec. 6. At such annual meeting of the stoek- 
holders of the Company for the election of Direc- 
tors three Directors shall be elected from among 
the holders of stock, unless the number of Directors 
shall have been changed to seven, in which case 
seven shall be so elected, who shall serve for one 
year and until their successors are elected, and 
qualified. At least one of which Directors must be 
a citizen and actual bona fide resident within the 
State of Washington. All elections of Directors 
must be by ballot and the vote of the stockholders 
representing a majority of the issued capital stoek 
shall be necessary to a choice. If for any reason 
Directors are not elected at the annual meeting of 
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the stockholders, a special meeting shall be called 
for that purpose within thirty days thereafter, at 
which time Directors shall be elected in all respects 
as at the annual meeting. At all elections for Di- 
rectors each stockholder of record shall have the 
right to vote in person or by proxy for the number 
of shares of stock owned by him for as many per- 
sons as there are Directors to be elected, or to 
cumulate said shares and give one candidate as 
many votes as the number of Directors multiplied 
by the number of his shares of stock shall equal, or 
to distribute them on the same principle among as 
many candidates as he shall think fit. 

See. 7. The order of business at the annual meet- 
ings, and as far as possible at all other meetings 
of the stockholders shall be: 


1. Roll eall 

2. Proof of due notice of meeting 

3. Reading and disposal of any unapproved min- 
utes 

4. Reports of officers and committees 

5). Election of Directors 

6. Unfinished business 

7. New business 

8. Adjournment. 


Article L1—Directors 
Sec. 1. The corporate powers, business and 
property of this corporation shall be exercised, con- 
ducted and controlled by a Board of Three Direc- 
tors, unless said number shall be subsequently 
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changed to seven, who shall be stockholders of the 
Company. All vacancies in the Board of Directors 
shall be filled by the remaiming membership of the 
Board for the unexpired term or terms. Directors 
shall receive no compensation for their services 
as Directors, but they shall be allowed their rea- 
sonable traveling expenses for attending meetings 
of the Board. 

sec. 2. The regular meetings of the Board of 
Directors shall be held at the office of the Company 
at Spokane, Spokane County, Washington, on the 
first Monday of each month, if not a legal holiday 
then on the next succeeding day, and may be held 
at any other time or place within or without the 
State of Washington, when so designated by a reso- 
Jution adopted before the adjournment of any reg- 
ular meeting or when all the Directors are present, 
or agree in writing to hold such meeting at any 
other time or place. 

Sec. 3. Special meetings of the Board of Direc- 
tors shall be held at the principal office of the Com- 
pany, or may be held at any time and place within 
or without the state without notice and for the 
transaction of any business, by unanimous written 
consent of all the Directors, or by the presence of 
all the Directors at such meetings. Special meetings 
of the Board of Directors to be held at the principal 
office of the Company may be called at any time by 
the President or by any two members of the Board 
of Directors. 
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Sec. +. Notice of special meetings of the Board 
of Directors shall be delivered personally by the 
Secretary to each member of the Board, or such 
notice may be mailed by the Secretary to each mem- 
ber, not later than one day before such special 
meeting, aud such notice shall state the purposes 
thereof, and no other business shall be transacted 
at such special meeting unless by unanimous con- 
sent of all the Directors in writing. Notices of regu- 
lar and adjourned meetings of the Directors shall 
not be required. 

Sec. 5. A quorum at any meeting of the Board 
of Directors shall consist of a majority of the entire 
membership of the Board, and a majority of such 
quorum shall decide any question that may come 
before the meeting. In the absence of a majority 
of the Board of Directors, those present may ad- 
jouin the meeting from day to day. 

Sec. 6. Officers of the Company shall be elected 
by the Board of Directors at their first meeting 
after the annual election of Directors for each vear. 
If any office shall become vacant during the year, 
the Board of Directors shall fill the same for the 
unexpired term. The Board of Directors shall fix 
the compensation of all officers of the Company. 

Sec. 7. ‘he Board of Directors may at any time 
by a two-thirds vote of the full membership of the 
Board, for good causes shown, remove any officer 
or other employee of the Company. 
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Sec. 8. The order of business at the meetings of 
the Board of Directors shall be as follows: 
1. Roll Call 
2. Proof of due notice of meeting Qvhen notice 
is required ) 
3. Reading and disposal of any unapproved min- 
utes 
4+. Reports of officers and connuittees 
Unfinished business 
New business 
Adjournment. 


ao 


Article 111—Officers 

Sec. 1. The officers of the Company shall be a 
President, one or more Vice Presidents, who shall 
be elected from among the Directors, and a Secre- 
tary and Treasurer and an attorney who shall be 
elected from among the Directors or stockholders, 
all of whom shall be elected for one year, and shall 
hold office until their successors are elected and 
qualified, unless removed sooner from office as here- 
inbefore provided. The office of Secretary and 'Treas- 
urer nay be united in one person. 

Sec. 2. The President shall preside at all meet- 
ines of the stockholders and directors; shall have 
general management and supervision of the affairs 
of the Company; he shall sign as President all cer- 
tificates of stock, and all contracts and other in- 
struments in writing, which have been first ap- 
proved and authorized by the Board of Dixectors ; 
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he shall call the Directors together whenever he 
deems it necessary, make reports to the Directors 
and stockholders, and perform such other duties 
as are incident to his office, or are properly re- 
quired of him by the Board of Directors. His acts 
at all times and in all matters shall be under the 
direction of the Board of Divectors. He shall re- 
ceive such salary, if any, as the Board of Directors 
may from time to time fix and allow. 

Sec. 3. In the absence of the President, or in 
case of his inability to perform his duties, the Vice 
President shall exercise all the functions of the 
office. 

Sec. +. It shall be the duty of the Secretary to 
keep full and accurate minutes of the proceedings 
of the Board of Directors and of the stockholders, 
in a proper book, and to issue all necessary no- 
tices for such meetings. He shall keep a book of 
blank certificates of stock, fill out and countersign 
all certificates issued, and make the corresponding 
entries on the margin of each book on such issu- 
ance. He shall make transfers of stock upon the 
books of the Company, upon surrender of the 
original certificate, and shall keep a proper transfer 
book and stock ledger in debit and credit form, 
showing the number of shares issued to and trans- 
ferred by any stockholder, and the dates of such 
issuance and transfer. He shall keep proper account 
books of all transactions of the Company and dis- 
charge such other duties as pertain to his office, 
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or which are prescribed by the Board of Directors. 
He shall be entitled to charge and collect the sum 
of Fifty Cents (.50) for each certificate issued in 
making transfers of stock on the books of the 
Company, (except original issue), to be paid by the 
party having the transfer made, and shall receive 
such additional compensation for his services as the 
Board of Directors may from time to time fix and 
allow. 

Sec. 5. The Treasurer shall have the custody of 
all moneys and securities of the Company, and 
shall keep regular books of account and balance 
the same each month. He shall deposit the same in 
the name of the Company in such bank or trust 
Company as the Directors shall from time to time 
designate, and shall pay out the same by check 
only in payment of bills or debts of the Company 
which have first been audited and directed to be 
paid by the Board of Directors. He shall make a 
report m detail of all moneys received, from whom, 
when, and for what purpose, to the Board of Direec- 
tors at least quarterly, and make such other re- 
ports and statements as the Board of Directors 
may require. He shall take itemized, receipted 
vouchers for all money paid out, and file the same 
with the Secretary with his report. He may be 
required to give a surety bond in such suins as the 
Board of Directors shall fix, the premium thereto 
to be paid by the Company. He shall sign or coun- 
tersign such instruments as require lis signature, 
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and shall perform all duties incident to his office, 
ov that are properly required of him by the Board 
of Directors. He shall receive such compensation 
for his services as the Board of Directors may from 
time to time fix and allow. 

Sec. 6. The attorney shall be the legal advisor 
of the Directors and stockholders, shall have charge 
of any and all legal business in which the Company 
may be interested and shall receive such compen- 
sation from time to time as the Directors may fix 
and allow. 

Article LV. 
Stock, Stock Books and Stock Certificates 

See. 1. Certificates of stock in such form as the 
Directors may preseribe shall be issued when fully 
paid up, in numerical order from the stock certifi- 
cate books, signed by the President and Secretary, 
and sealed with the corporate seal. A record of each 
certificate issued shall be kept on the stub thereof. 

Sec. 2. Shares of stock may be transferred at 
any time by the holders thereof, or by attorney le- 
gally constituted or by legal representative, upon 
the delivery of the original certificate properly en- 
dorsed ov transferred but no transfer shall be valid 
except between the parties thereto until the samie 
is entered in proper form on the books of the Com- 
pany, and no such entry shall be made until the 
surrender of the certificate of stock. The surren- 
dered certificate shall be cancelled before a new 
certificate shall be issued in heu thereof, and the 
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cancelled certificate shall be retained by the Sec- 
retary. No transfer of stock shall be made upon 
the books of the Company until all indebtedness 
to the Company from the person in whose name 
the stock stands, whether for assessment, calls or 
otherwise, is paid. 

See. 3. All stock of the Company remaining un- 
issued, or that may be donated to or otherwise 
acquired by the Company, shall be treasury stock, 
and shall be held subject to disposal by the Board 
of Directors. Such stock shall neither vote nor 
participate in dividends while held in the treasury 
of the Company. 

Sec. +. The board of Directors may require a 
bond im such sum as it may deem reasonable to 
protect the Company from loss, before ordering the 
issuance of a dupheate certificate of stock claimed 
to have been lost or destroyed by any stockholders. 

Sec. 5. The stock books of the Company shall 
be closed ten days previous to any regular or spe- 
cial meeting of the stockholders, and also ten days 
previous to the payment of any dividend, and the 
list of stockholders ag appears upon the books of 
the Company at the time of closing said books shall 
determine who shall vote said stock at such meetings 
or receive dividends thereon. 


Article V—Seal 
Sec. 1. The corporate seal of the Company shall 
consist of the words ‘‘ Mutual Gold Corporation, 
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Incorporated, Seal 1932°’, and such seal as im- 
pressed on the margin hereof is hereby adopted 
as the corporate seal of the Company. 

Sec. 2. The Secretary shall have the custody of 
the corporate seal and shall affix the same to all 
certificates of stock and other imstruments of the 
Company requiring a seal when so directed by the 
Board of Directors. 


Article VI. 

The Directors of the Company may appoint an 
Advisory Committee of from three (3) to Fifteen 
(15) members, any member of whom may be called 
in at any time by the Directors to confer with the 
Board on any matter in which the Company may 
be interested. The advisory committee shall be 
chosen from among the stockholders of the Com- 
pany, other than the Directors; each member of 
the Advisory Committee shall hold such office from 
the date of his appointment until the next annual 
meeting of the stockholders. 


Article VII. 


Sec. 1. These By-Laws may be amended, re- 
pealed or altered in whole or in part, or new By- 
laws may be adopted at the annual meeting of the 
stockholders, or at any special meeting of the stock- 
holders called for that purpose, by a vote represent- 
ing two-thirds of the outstanding stock, or by writ- 
ten consent of the holders of two-thirds of the out- 
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standing capital stock, given in the manner required 
by law. 

Sec. 2. The Board of Directors may adopt ad- 
ditional By-Laws in harmony herewith, but shall not 
alter or repeal any by-laws adopted by the stock- 
holders of the Company. 

The foregoing By-Laws consisting of seven (7) 
articles were duly approved and adopted this 26th 
day of May, 1932. 

RUSSELL F. COLLINS 
President 

BEN L. COLLINS 
Secretary 


PLAINTIFFS’ EXHIBIT 2 
is set forth in the Complaint, as Exhibit 1 thereto, 
at page 23. 


PALIN TIES’ estes rh 3 


is set forth in the Complaint, as Exhibit 2 thereto, 
at page 38. 


PLAINTIFFS’ EXHIBIT 4 


is set forth in the Complaint, as Exhibit 4 thereto, 
at page 409. 
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PLAINTIFFS’ EXHIBIT 5 


MINUTES OF MEETING OF DIRECTORS 
OF MUTUAL GOLD CORPORATION 


Held 
July 18th, 1938 


The Board of Directors of the Mutual Gold Cor- 
poration met at the office of the company at the 
Vance Hotel, Seattle, Washington, on Monday the 
18th day ofelaisx, A. 1, 1938 atythe hour of 2.09 
o'clock P. M. pursuant to adjournment and pur- 
suant to notice sent to all the Directors and pur- 
suant to call and waiver of notice duly signed by 
the members of the Board. 

The meeting was called to order by President 
J. KE. Stiegler, who presided, Vice President R. P. 
Woodworth acting as Secretary. 

Roll call showed the following results: 

Present—J. FE. Stiegler, R. P. Woodworth, F. T. 
Hickcox, W. L. Grill, J. A. Vance, Russell F. Col- 
lins. 

Absent—-G. H. Ferbert. 

Llovd Vance and Robt. J. Cole were also present. 

Call and Waiver of Notice was ordered spread 
upon the minutes and was as follows: 


“WAIVER OF MOTICE 
of 
DIRECTORS’ MEEBTING 


We, the undersigned, being all the directors’ 
of the Mutual Gold Corporation, do hereby 
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call a meeting of the Board of Directors to be 
held at the Vance Hotel, Seattle, Washington, 
on Monday the 18th day of July, A. D., 1938 
at the hour of 2:00 o’clock P. M. 

We do hereby waive notice of the time, place 
and purpose of the said meeting, and do hereby 
consent that any and all business in any way 
pertaining to the affairs of the company may 
be transacted thereat. 

R. P. WOODWORTH 

J. KE. STIEGLER 
RUSSELL F. COLLINS 
We LGA, 

Fo AOR ock 

J. A. VANCE” 


The president stated that the meeting had been 
called for the purpose of providing some way for 
the financing of the corporation and the further 
development and operation of its property and 
stated that the proposition that had been made by 
the Board of Directors to the Sunshine Mining 
Company had been rejected. 

After some considerable discussion in regard to 
the matter, Lloyd Vanee made a verbal offer to 
provide a corporation to take over and manage 
the property of the Mutual Gold Corporation, and 
after some discussion, Mr. Vance was requested to 
submit the proposition to the Board m writing and 
the meeting was adjourned to reconvene at the 
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same place at 7:30 P.M. to enable Mr. Vance to 
prepare and submit a written offer as outlined. 

The meeting reconvened at 7:30 P.M., Monday 
the 18th day of July, A. D., 1938 pursuant to ad- 
journment. The same officers presided and roll 
call showed the same persons present as above set 
forth, 

Mr. Lloyd Vance submitted a written proposition 
to the Board of Diveetors which was ordered spread 
upon the minutes and is as follows: 


‘‘Seattle, Washington 
July 18th, 1938 


“MM, The Board of Directors of the Mutual 


Gold Corporation: 
Gentlemen : 


T herewith submit the following proposition 
with respect to yvour holdings and property 
situated in Mone County, California: 

TP and my associates will form a corporation 
under the laws of the State of Washington 
with a capital stock equal to the present out- 
standing capital stock of vour corporation, the 
new corporation to have a par value of 25¢. 
Your corporation is to assign to me and the 
new corporation, an undivided one-half inte- 
est in vour contract for purchase of said prop- 
erty and a good and sufficient mining deed to 
an undivided one-half interest mn and to all 
of vour other claims and holdings and tum 
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over to us the exclusive management and con- 
trol of the property. We are to agree to in- 
stall, as soon as weather conditions will permit, 
an amalgamation and cyanide plant capable 
of handling at least one hundred tons per day 
and will also install a hoist and other neces- 
sarv mining equipment and buildings and fur- 
nish sufficient funds for working capital. We 
will also take care of the payments due and to 
become due on your purchase contract for the 
said claims and in retin therefore we are to 
have all of the income from the said property 
until such time as all funds which we have ad- 
vanced in the installation of machinery and 
equipment; pavments on contract and for what- 
ever purpose im connection with the operation 
of said property, after which time the net op- 
erating profits from the operation of said prop- 
erty shall be paid to vou until your funded 
debt has been paid off and vour preferred stock 
has received its preferred dividend at which 
time we are to own an undivided one-half in- 
terest in and to the property and assets of your 
corporation and in and to the assets of the 
new corporation. In other words, after the re- 
payment to us of the funds which we have 
advaneed, and the yve-payment to vou of your 
funded debt, and 25¢ per share on vour pre- 
ferred stock, each corporation shall be entitled 
to and shall receive one-half of the net oper- 
ating profits. 
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If this proposition meets with vour approval, 
a detailed contract is to be worked out, you are 
to forthwith call a meeting of your stockholders 
and have them ratify the same and extend to 
the stockholders of your corporation the right 
to purchase stock in the new corporation on the 
same proportionate basis as they now hold 
stock in the Mutual Gold Corporation. To take 
care of the present indebtedness for loans to 
your corporation, vou will inerease vour capi- 
tal stock so that this $24,000 of indebtedness, 
(or whatever the amonnt may be), will be taken 
eave of on a stock bonus and note basis, the 
same as was provided when vou raised your last 
£30,000, or if vou prefer, we will take care of 
these loans to vour corporation, in which event 
the new corporation shall receive 60% interest 
in the property and vou will receive 40% inter- 
est upon the completion of the terms herewith 
outlined, or in other words the profits at, that 
shall be divided 60% to the new corporation 
and 40%. to vour corporation. 

We will, of course, agree to take care of the 
assessinent work which may be necessary to 
protect vour claims as required by law, or in 
the event that we should decide we do not wish 
to hold any of the said claims, we will notify 
you i sufficient time so that vou can do the 
assessment work thereon on the present ma- 
chinery and equipment which vou now have. 
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We, of course, will be allowed to sell or dis- 
pose of in such manner as we see fit and will 
make proper accounting to your corporation 
therefor. However, we shall have the right to 
use and have the exclusive management and 
control of all of the property of vour corpo- 
ration. 

This offer is made contingent upon our ex- 
amination of the titles and claims now held 
under lease and option for which we are to 
have a period of fifteen davs from the date 
hereof to examine and if not satisfactory this 
offer may be withdrawn. 

Respectfully submitted,’’ 


Objections were raised as to the proposition snb- 
mitted as follows: 

1. hat the current obligations and capital stock 
tax of the Mutual Gold Corporation should be 
taken care of by the new company. 

2. That the new company should take over the 
recent loans of Mr. J. A. Vance and Mr. J. E. 
Stiegler to the Mutual Gold Corporation, and that 
the same should be a pait of the new corporation 
with right to such new corporation to reimburse 
itself for expenditures m this respect the same as 
any other expenditures. 

3. That after the new company had been repaid 
from the net operating profits all funds which it 
had advanced for Mutual Gold Corporation, loans 
assumed, expenses incurred, ete., that the net oper- 
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ating profits would then be paid over to the Mutual 
Gold Corporation until such time as is funded debt 
had been paid off and its Class A stock had re- 
eeived dividends of 25¢ per share from and after 
which time the net operating profit would be divided 
on a 50-50 basis. 

4+. That Lloyd Vance should guarantee a sub- 
scription to the new corporation, exclusive of the 
loans assumed by it, in the amount of $70,000. 

After some considerable discussion Mr. Lloyd 
Vance agreed to aecept the changes recommended 
in the said offer and the Secretary was instructed 
to let the minutes so show. 

Thereupon, on motion made by Mr. Grill, seconded 
by Mr. Hickcox and unanimously earried, the fol- 
lowime resohition was adopted: 

Resolved that the offer of Llovd Vance as sub- 
nuitted to this meeting, (copy of which is spread 
upon the minutes) when changed and altered in 
conformity with the changes hereinbefore set out 
in these minutes, be and the same is hereby received, 
approved and recommended to the stoekholders for 
acceptance; that the annual meeting of the stoek- 
holders be called and held as soon as possible and 
not later than the 6th day of August, A. D. 1938 at the 
hour of 11:60 o’clock A.M. for the purpose of elect- 
ine a Board of Directers and approving and acting 
upon the offer of the said Lloyd Vanee for the sale 
and disposition of the undivided one-half interest 
in and to the holdings of the company, and author- 
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izing and empowering the Board of Directors to 
sell or otherwise dispose of the whole or any part 
of the assets of the corporation at such time or 
times and on such terms and conditions as they 
may deem adequate, and to form and enter into 
any working agreement along the nes as contem- 
plated by the offer of said Lloyd Vance, or such 
other or different agreement as they may, in their 
absolute descretion deem advisable, and to transact 
any and all other business that may come before 
said meeting, and that the Secretary be and she is 
hereby authorized, empowered and instructed to set 
the date of such meeting at the earhest moment 
possible as provided by law and the by-laws of this 
corporation, and that a letter be sent with the notice 
of such meeting to all the stockholders advising 
them fully with respect to the necessity of some 
such action and coverme the activities of the com- 
pany since the last report to tehm made under date 
of April 5, 1938, such letter to be approved and 
signed by Mr. J. MH. Stiegler as President; and that 
Wednesday, the 20th dav of July A. D., 1988 at 
12:00 o'clock noon be and the same js hereby fixed 
as a recorded date for the determination of the 
shareholders entitled to notice of such meeting. 

On motion duly made, seconded and carried the 
Treasurer was instructed to pav to Russell F. Col- 
lins the sum of $100.00 as soon as funds were avail- 
able. 

On motion duly made, seconded and carried, the 
Secretary was instructed to ask for 60 days exten- 
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sion of time within which to file the Capital Stock 
Declaration for the reason and on the grounds that 
a deal was pending for the sale of the property of 
the company, which, if conswnated would mater- 
ally affect the declaration of value. 

No further business appearing the meeting, on 
motion duly made, seconded and carried was ad- 
journed to be reconvened at the office of the com- 
pany, 401 Fernwell Building, in the City of Spo- 
kane, Washington on Saturday, the 6th day of 
Angust, 1938 at the hour of 9:30 A.M. or at stich 
hour and place on the day fixed for the holding 
of the stockholders meeting as contemplated by 
these minutes. 


Directors 
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PLAINTIFFS’ EXHIBIT 6 


NOTICE OF ANNUAL MEETIING OF 
STOCKHOLDERS 
of 
MUTUAL GOLD CORPORATION 


Date of Meeting—Aueust 6, 1938 


Notice is hereby given that the Annual Meeting 
of Stockholders of the Mutual Gold Corporation 
will be held at the office of the Company, 401 Fern- 
well Building, in the City of Spokane, Washington, 
on Saturday, the 6th day of Augnst, A. D. 1938, at 
the hour of 11:00 o’clock A. M., for the following 
purposes : 

lL. To elect a Board of Directors for the en- 
suing vear, 

2. To approve, ratify and confirm the acts 
and proceedings of the Board of Directors and 
Officers of the corporation since the last Annual 
Meeting of Stockholders. 

3. ‘To authorize, empower and direct the 
Board of Directors to accept the offer of Llovd 
Vanee as outlined in the letter of the President 
under date of July 20th, 1938, a copy of which 
letter is herewith enclosed, and by reference 
made a part hereof, and/or authorize, empower 
and direct the Board of Directors to make and 
enter ito such other or different deal with 
Lloyd Vance, or any other person or corpora- 
tion, with respect to all of the assets of this 
corporation, the management, control and oper- 
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ation thereof, the division of the profits thereof 
or otherwise, as such Board of Directors shall, 
in their absolute discretion, deem expedient, ad- 
visable or desirable. 

4. To authorize and empower the Board of Di- 
rectors to sell, lease, exchange or otherwise dis- 
pose of all of the assets of this corporation at 
such time or times, for such price and upon such 
terms and conditions, for cash or otherwise, as 
they shall, in they absolute discretion deem ex- 
pedient, advisable or desirable, including the 
exchanging for shares mm another corporation, 
domestic o1 foreign. 

5. To take action upon and transact any 
other business which may properly and lawfully 
come before the meeting. 


The Minute Book of the corporation will be pre- 


sented to the meeting and will be open for the 


inspection of stockholders. 


ae 


he enclosed form of proxy is solicited by the 


management and it is the intention of the proxies 


named therein to vote for the election of the Direc- 
tors of the corporation for the ensuing year, and 


in favor of approving, ratifving and confirming 


the 


acts and proceedings of the Board of Directors 


and the Officers of the corporation since the last 


Annnal Meeting of Stoekholders of the corporation 


(held February 3, 1937) and as outlined above. 


Tf vou do not expeet to be personally present at 
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the meeting the Board of Directors request that 
vou sign and return the enclosed proxy at once. 
Dated July 20, 1938. 
MUTE GOD CORPORATION 
By E. FUSON, Secretary. 


PLAINTIFFS’ EXHIBIT 8 


MUTUAL GOLD CORPORATION 
401 Fernwell Building 
Spokane, Wash. 


Directors 
J. A. Vanee, Seattle, Wash. 
Russell F. Collins, Leevining, Cal. 
R. P. Woodworth, Spokane, Wash. 
J. KE. Stiegler, Naches, Wash. 
W. L. Grill, Seattle, Wash. 
F. 'T. Hickeox, Tacoma, Wash. 
G. H. Ferbert, Naches, Wash. 


Officers 
J. E. Stiegler, President 
R. P. Woodworth, Vice-President 
J. A. Vanee, Vice-President 
Russell F. Collins, Vice-President 
E. Fuson, Seev.-Treas. 
July 20, 1938 
Dear Stockholders: 
By divection of the Board of Directors there is 
enclosed herewith notice of meeting of the stock- 
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holders of your Company to be held at the office 
of the Company at 401 Fernwell Building, in the 
City of Spokane, Washington, on Saturday, the 6th 
dax of August, 1938,eat the howr of 11:00 o’elgch 
ATM, 

Tf vou will not be personally present at the said 
meeting, kindly sign and return, at once, the proxy 
which is enclosed herewith, that all stock may he 
represented at this meeting—this 1s imperative. 

Since the reports mailed to vou under date of 
April 5th, 1938, vour officers and directors have 
heen actively engaged in endeavoring to provide 
wavs and means for the further financing and oper- 
ation of vour property. Mr. J. A. Vance, Vice- 
President and General Manager, recently spent 
about two weeks at the property with Mr. Robert 
J. Code, Mining Eneineer, who, under date of June 
14, 1938, made a very comprehensive report of his 
findings, with recommendations. Tests have also 
been made with respect to the proper treatment. 
of this ore to effect a better saving than was pos- 
sible with our present equipment. 

The result of these reports seems to be that we have 
at least 125,000 tons of ore available that averages 
about $11.20 per ton. That savings by amalgama- 
tion, as shown bv laboratory test, 1s about 50% 
while by actual operation we recovered about 64%. 
That approxomatelv 98!4% may be recoverable by 
amalgamation and ¢vanidation. 
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While use of our present equipment was ad- 
visable during the development period for the pur- 
pose of determining the character and continuity 
of the ore, proper method of treatment, and to 
assist In providing funds to carry on the work, the 
condition of the property is now such that further 
operation with the present equipment should not be 
continued. A new amalgamation and e¢yanidation 
plant capable of handling at least 40,000 tons per 
veal should be installed, electrical power line put 
in, new hoist equipment, mining machinery and 
additional accommodation for larger crew provided. 

With this idea in view we have been contacting 
some of the Jarger well-known operating companies 
with a view of interesting them in taking over and 
operating vour property under similar terms and 
conditions as the Azurite, Jack Waite and others 
have been handled. While we have not been suc- 
cessful in this respect our lack of success, we be- 
heve, was due to the present low market on base 
metals and the unsettled business conditions in gen- 
eral and not ao any lack of merit or interest in vour 
property. 

‘Time also is short, as it is necessary, if any addi- 
tional equipment is to be installed this year, that 
it be installed at once. Another $10,000.00 payment 
is due this fall on the contract of purchase and a 
erew must be kept continuously employed at the 
property to keep the tunnels in working condition, 
which would require about $20,000 to be spent for 
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these items—funds for which would have to be 
raised outside. 

The best offer which we have thus far received 
and which will be submitted to you, as stockholders, 
for your approval, was received from Lloyd Vance 
on the 18th instance, the substance of which, as 
agreed to, 1s as follows: 

That Mr. Llovd Vance, and his associates, will at 
once form a corporation under the laws of the 
State of Washington with a capital at least equal 
to the present outstanding capital of the Mutual 
Gold Corporation; the stock of the new corporation 
having a par value of 25 cents per share. That 
the stockholders of the Mutual Gold Corporation 
will be given an opportunity to purchase an in- 
terest in the new corporation equal to what their 
present holdings are in the Mutual Gold Corpora- 
tion, that is, holders of 5 per cent par common 
stock, will be given an opportunity to purchase one 
25 cent par share in the new corporation for each 
5 shares of common they now hold and the present 
Class A 25 cent par stockholders, will be offered 
an opportunity to purchase one 25 cent par share 
in the new corporation for each Class A share they 
now hold. 

Mr. Llovd Vance and associates will underwrite 
$70,000.00 at least of stock in the new corporation 
as a guarantee that that amount will be immediately 
available for the carrying out of the terms of the 
contract. 
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The new corporation will agree to forthwith in- 
stall an amalgamation and cyanidation plant capable 
of handling at least 100 tons per day, new hoist, 
power line, adequate mining equipment and _ tools, 
erect such additional buildings as may be necessary, 
take care of payments on the option and lease for 
the purchase of the property, provide funds for 
taking cave of the current liabilities of the Mutual 
Gold Corporation and the present eapital stock 
tax of the Mutual Gold Corporation, and will also 
inke into the new corporation the $21,000.00 in 
debts consisting of loans made to the Mutual Gold 
Corporation over and above its last $30,000.00 
funded debt. 

The new corporation is to have the exclusive man- 
agement and control of all of the property of the 
Mutual Gold Corporation and all of the net oper 
ating profits shall go to the new corporation until 
such time as any and all funds expended by it in 
the operation of the property, installing machinery, 
payment of loans, and any and all funds expended 
by it for whatever purpose shall have been paid, 
after which time all of the net operating profits 
shall go to the Mutual Gold Corporation until such 
time as its funded debt shall have been paid off and 
its Class A stock shall have received 25 cents per 
share, at and from which time the net operating 
profits shall be divided 50-50 between the Mutual 
Gola Corporation and the new corporation. 

‘This, in substance, covers the principal points 
econtamed in the offer of Llovd Vanee, the details 
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of the contract of course, it will be necessary for 
vour Board of Directors to work out. 

You will be asked to approve the offer and author- 
ize the Board to execute such contract as they shall 
deem advisable, and will also be requested to author- 
ize them to sell or otherwise dispose of the whole 
or any part of the assets of the Mutual Gold Cor- 
poration at such time or times, and on such term or 
terms and conditions as they shall, in their abso- 
lute discretion, deem adequate so that they may be 
placed in a position to dispose of the whole or any 
part of the property, and have full authority to do 
so should they find it necessary or advisable. 

Verv truly vours, 
J. EK. STIEGLER, 
President. 


PLAINTIFFS’ EXHIBIT 9 


MINUTES OF ANNUAL MEETING OF 
STOCKHOLDERS 
on 
MUTUAL GOLD CORPORATION 
Held August 6, 1938 
The stockholders of the Mutual Gold Corporation 
met in regular annual session at the office of the 
company, 401 Femwell Building in the City of 
Spokane, State of Washington, on Saturday the 
6th day of Aueust A. D., 1938 at the hour of 
11:00 o'clock A.M., pursuant to call and notice. 
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The meeting was called to order by President 
J. E. Stiegler who asked R. P. Woodworth to pre- 
side, Secretary E. Fuson acting as recording officer. 

The Chair appointed Mr. EK. D. Weller and Mrs. 
EK. Fuson as proxy committee to check and report 
on the proxies. 

The office of the company being inadequate to 
accomodate the stockholders, the meeting, on mo- 
tion duly made, seconded and carried was adjourned 
to be reconvened at the office of the Company in 
the Assembly Room of the Old National Bank 
Building, Spokane, Washington at the hour of 2:00 
o clock PM: 

The meeting reconvened at 2:00 o’clock P.M. at 
the office of the Company in the Assembly Room of 
the Old National Bank building, Spokane, Wash- 
ington pursuant to adjournment, the same officers 
bemeg in the chair. 

Roll call showed the following results: 

PMC sana ICTSOME....sccc nce cee 856,404 
emecein iy MPiOK ye ce... 1,105,953 
Present by Endorsed Certificates... 22,250 
Total shares present and entitled 


{ROO aR te Sc 1,984,609 
Total shares outstandime.... BO3a1830 


Shares necessary for a majoritv....1,316,916 
Shares necessary for a 24 majority..1,755,890 


The proxy committee reported that the proxies 
were in regular form in the amounts as above 
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stated, and upon motion duly made, seconded and 
carried, the report of the proxy committee was ac- 
cepted and approved. 

The Secretary presented a copy of the Notice of 
the Annual Meeting pursuant to which the meeting 
was held, and a copy of the letter of J. E. Stiegler, 
President referred to and made a part of said notice 
together with the affidavit of mailing to each and 
all stockholders of record more than 10 days prior 
to the date fixed for the meeting as provided by 
the by-laws of the company. The same being in 
regular form and there being no objections thereto, 
the Chair delcared the meeting was regularly and 
duly called and open for business. 

The minutes of the last meeting of the stockhold- 
ers held February 3, 1937 were read and on motion 
duly made, seconded and earried, approved as read. 

The reports of the officers and directors having 
been mailed to the stockholders together with a copy 
of the balance sheet, and there being no objection 
thereto, on motion duly made, seconded and ear- 
ried, same were ordered accepted and approved. 

The next order of business was the election of a 
Board of seven directors te serve until the next 
annual meeting of the stockholders and until the 
election and qualification of their successors. 

The following were duly nominated : 


J. E. Stiegler F.. 'T. Hickcox 
W. 1. Grill R. F. Collins 
J. A. Vance G. H. Ferbert 


R. P. Woodworth 
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There being no further nomimations, same on mo- 
tion duly made, seconded and carried were declared 
closed. There being no contest for any of the offices 
of directors, on motion duly made, seconded and 
carried, the Secretary was instructed to cast the 
unanimous ballot of all shares present and entitled 
to vote for the said directors so nominated, and the 
Secretary thereupon cast 1,984,609 votes for the said 
directors and the Chair thereupon declared that 
J. KE. Stiegler, W. L. Grill, J. A. Vance, F. T. Hick- 
cox, R. F. Collins, G. H. Ferbert, and R. P. Wood- 
wo1th were duly elected and so declared them to be, 
to serve until the next annual meeting of the stock- 
holders and the election and qualification of their 
SUCCeSSOT'S. 

The chair then read the notice of the new business 
to be taken up at the meeting as contained in the 
notice of the meeting which was to authorize the 
Board of Directors to enter into some form of 
agreement with someone along the lines as contained 
in the offer which had been submitted to them by 
Lilovd J. Vance, to form a corporation to take over 
and manage the property, or to authorize the Board 
to enter into such other or different deal with Lloyd 
J. Vanee or any other person or persons as they 
might see fit, and further to authorize the Board of 
Divectors to sell or otherwise dispose of the prop- 
erty at such time or times and on such terms and 
conditions as they might see fit. M1. Lloyd J. Vance 
then handed the Chair the following letter addressed 
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to the Board of Directors which was read to the 
stockholders: 
‘‘Seattle, Washington 
August 6th, 1938 
2:30 Fae 
Board of Directors 
Mutual Gold Corporation 
401 Fernwell Building, 
Spokane, Wn. 


Gentlemen :. 


Reference is hereby made to my offer sub- 
mitted to you at the meeting of your Board 
held at the Vance Hotel, Seattle, Washington, 
on Monday, the 18th dav of July A. D., 1938. 

Jn view of the fact that this offer, as sub- 
mitted by me, has not vet been accepted by vou, 
and that the changes made in same at your 
meeting altered the written proposal as sub- 
mitted, so that the terms thereof are somewhat 
different and in view of the fact that I was 
tinable to secure an abstract on the Mutual Gold 
properties as there was no abstract office in 
Mono County, said offer is hereby withdrawn. 
Furthermore, it is my understanding that two 
of the directors have another proposition which 
they favor. 

LLOYD J. VANCE”’ 


Mr. Russell F. Collins then asked Mr. Ferbert to 
present his proposition. Mi. Ferbert then read a 


us. Frank A. Garbutt, et al. 251 


telegram from Mr. Keily addressed to Russell F. 
Collins which stated in substance (said telegram not 
being filed with the Secretary) that Mr. Keily was 
unable to answer the questions which had been 
asked in a telegram to him by Mr. Collins, and 
that he could not make any definite commitments 
as to what anyone would do, but he felt sure that 
Mr. Garbutt would enter into a contract satisfac- 
tory to the Board. 

My. Ferbert then ask Ma. Collins to explain the 
matter further advising the stockholders as to what 
the contents of his telegram to Mr. Keily had been. 
My. Collins advised that he had wired Ma. Keily 
to advise him as to whether or not Mix. Garbutt was 
willing to go ahead with the same kind of a deal 
that had been submitted by Ma. Vance and whether 
or not he would let the stockholders of the corpora- 
tion set in in the same manner which Mr. Vance 
had offered to do. 

He then went ahead to explain that after Mn. 
Vanee’s offer had been received by the Board, Mr. 
Garbutt had been contacted to see whether or not 
he would make a deal the same as Mr. Lloyd Vanee 
had offered, and that Mr. Garbutt stated that he 
would take Mr. Vance’s vehicle and pledge $86,- 
000.00 of his own money if the deal were turned 
over to him, and that he would guarantee that there 
would be no forfeiture of the contract or any 
trouble in that respect if he had the deal. Mr. Col- 
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ling then explained that Mr. Garbutt was a man of 
his word and that he would personally guarantee 
that anything Mr. Garbutt had said he would stand 
back of, and that Mr. Garbutt was the agent for 
the owners and that Mr. Keily, who had sent the 
telegram, was the mining superimtendent who had 
been on the property for the company and as agent 
for the owners, and that if a deal was entered into 
with Mr. Garbutt, naturally there would be no 
trouble with regard to the contract of purchase. 

The Chair then asked Mr. E. D. Weller to pre- 
side, and after attainmg the floor, explained that 
the so called offer which Mr. Ferbert and Mr. Col- 
lins were attempting to make was mere hearsay and 
not a concrete proposition. He then read to the 
stockholders the offer which had been submitted 
by Abr. Lloyd J. Vance and requested that same 
be spread upon the minutes, and a copy thereof is 
hereto attached and made a part hereof. 

Mr. Woodworth then went on to explain that the 
offer which he had just read was a concrete propo- 
sition, that no other definite offer had yet been 
received, that the telegram was vague, not signed 
by Mr. Garbutt and mere hearsay, and was an at- 
tempt to seal the offer which had been made by 
Mr. Lloyd Vance, which was not fair in that Myr. 
Vance, Sr. had saved the property for the company 
at two different times by the expenditure of his 
own money, and that it did not seem right to him 
to let an outsider take the same deal as presented 


vs. Frank A. Garbutt, et al. 253 


by Mr. Lloyd Vance, and he presented the follow- 
ing resolution and moved its adoption: 

‘‘Resolved, that the offer of Mr. Lloyd J. Vanee, 
as outlined in the letter of the President of this 
corporation to the stockholders thereof, as more 
fully outlined at this meeting and set forth in the 
minutes thereof, be and the same is hereby ap- 
proved, and that the Board of Directors of this 
corporation be, and they are hereby authorized, 
empowered and directed to accept said offer and to 
take any and all steps necessary or deemed neces- 
sary, and/or to enter into such other or different 
deal or agreement with Lloyd J. Vance or any other 
person or corporation with respect to the manage- 
ment, control and operation of all the assets of this 
corporation, the division of profits thereof or other- 
wise as the Board of Directors of this corporation 
shall, m their absolute discretion deem expedient, 
advisable or desirable.’’ 

Some discussion was had thereon without a sec- 
ond, whereupon My. Woodworth withdrew the reso- 
lution and offered the following resolution and 
moved its adoption: 

‘*Resolved, that the Board of Directors of this 
corporation be and they are hereby authorized, em- 
powered and clirected to sell, lease, exchange or 
otherwise dispose of, to any person, persons or 
corporation, at such time or times, for such price 
and upon such terms and conditions, for cash or 
otherwise, including the exchanging for shares in 
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another corporation, domestic or foreign, as they 
in their absolute discretion deem expedient, advis- 
able or desirable, and to perform any other acts 
in this connection, which in their judgment they 
may deem necessary or advisable.”? Which motion 
was seconded by AMLy. Bateham. 

Mr. Grill then offered the following resolution 
and moved its adoption: 

‘‘Resolved, that the Board of Directors of this 
corporation be and they are hereby authorized, em- 
powered and directed to sell, lease, deal with, oper- 
ate, exchange or otherwise dispose of, to any person, 
persons or corporation desiring to purchase, lease, 
deal with, exchange, operate same, any part of or 
all of the assets of this corporation, at such time 
or times, for such price and upon such terms and 
conditions, for cash or otherwise, including the ex- 
changing for shares in another corporation, domes- 
tic or foreign, as they im their absolute discretion 
deem expedient, advisable or desirable, and to per- 
form any other acts in this connection, which in 
their judgment they may deem necessary or ad- 
visable. ”’ 

The resolution was duly seconded, ballot taken 
and 1,984,609 shares voted in favor thereof. The 
chait then declared same duly carried. 

M1. Woodworth then resumed the chair and called 
upon My. Cole, Mining Engineer who had recently 
examined the property, to address the stockholders. 
Mr. Cole thereupon explained to the stockholders 
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the result of his examination and findings and went 
into some detail in regard thereto. 

No further business appearing, the meeting on 
motion duly made, seconded and carried was ad- 
journed. 

dy En STIEGLER 
Chairman 

EK. FUSON 
Secretary 


Seattle Washington 
August dth, 1938. 
Board of Directors, 
Mutual Gold Corporation, 
401 Fermwell Building, 
Spokane, Washington. 


Gentlemen: 


Reference is hereby made to my offer submitted 
to you at the meeting of your Board held at the 
Vance Hotel, Seattle, Washington, on Monday, the 
18th day of July, A. D. 1988. 

In view of the fact that this offer, as submitted 
by me, has not as yet been accepted by you, and 
that the changes made in same at your meeting 
altered the wiitten proposal as submitted, so that 
the terms thereof are somewhat confusing, | am 
exercising the right specitically reserving therein 
and said offer is hereby withdrawn, and in heu 
thereof 1 herewith submit the following proposition 
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with respect to vour holdings and property situate 
in Mono County, California. 

I will forthwith upon your acceptance of this 
offer and my proposition as herein contained, or- 
ganize a corporation under the laws of the State of 
Washington, having a capital stock of $162,500.00, 
divided into 650,000 shares of common stock of the 
par value of 25 cents each. Such corporation shall 
be known as the Mono Lake Mining Company, or 
by such other name as I may decide upon. Such 
corporation so formed by me is to take over all 
of the mining property and equipment of your cor- 
poration and to operate the same under the pro- 
posed terms and agreement as set forth in the 
memorandum of agreement hereto attached and 
made a part hereof, and your acceptance of this 
offer will be an agreement by vou to execute such 
agreement, forthwith upon the completion of the 
organization of such corporation. 

It is understood that no personal liability of any 
kind, character or description shall rest upon me 
other than as to the forming of such corporation 
as herein contemplated and that any and all ha- 
bility with respect to the carrying out of the terms 
of said contract shall be upon the corporation so 
formed, and not upon me. 

Respectfully submitted, 
LLOYD J. VANCE 
Vance Lumber Company 
Joseph Vance Building, 
Seattle, Washington. 
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This Agreement made and entered into this ........... 
day of August, 1938, by and between the Mutual 
Gold Corporation, a corporation organized and ex- 
isting under and by virtue of the laws of the State 
of Washington with its principal place of business 
at Spokane, Washington, and authorized to do 
business within the State of California, party of the 
first part, heremafter called ‘‘Owner’’, and. .............+ 
Ri: , & corporation organized and existing 
under and by virtue of the laws of the State of 
Washington, party of the second part, hereinafter 
called ‘‘Operating Company’’, 

Witnesseth : 

‘That whereas the party of the first part is now 
the owner and holder of that certain lease and 
agreement dated July 13, 1932, made and executed 
by the Chandis Securities Company, M. N. Clark 
and Alice Clark Ryan, as Sellers, and Russell I. 
Collins and Ben Collins, as Buyers, for the sale 
and purchase of the following described mining 
claims situate in Mono County, California, in what 
has been known at various tines as Mono Lake 
Mining District, Bridgeport Mining District, and 
Homer Mining District, to-wit: Log Cabin, Log 
Cabin No. 1, Log Cabin No. 2, Log Cabin No. 38, 
Log Cabin No. 4, Log Cabin No. 5, Log Cabin No. 
6, Log Cabin No. 7, Log Cabin No. 8, Mill Site, 
New Year No. 2, Federal No. 1, Federal No. 2, 
Federal No. 3, Log Cabin Annex, Tamarack, Oro 
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and Burke Fraction; the Log Cabin No. 2, Log 
Cabin No. 6 and Log Cabin No. 7 being patented 
and the others unpatented lode mining claims; a 
copy of which agreement, marked ‘ Exhibit A’’ is 
hereto attached and made a part hereof as fully 
aud to all intents and purposes as tho set forth in 
full herein, and hereinafter referred to with all 
amendments and changes therein as ‘‘ Purchase 
Contract’’, and 

Whereas on or about the 18th day of July, A.D. 
1932, supplemental agreement affecting the said 
contract was made and entered into by and between 
the said Chandis Securities Company, M. N. Clark 
and Alice Clark Ryan, and the Mutual Gold Cor- 
poration, a copy of which agreement marked ‘ Ex- 
hibit B*’ is hereto attached and made a part hereof 
as fully and to all intents and purposes as tho 
set forth in full hereim, and 

Whereas other agreements changing and altering 
the said original agreement have been made and 
entered into, all of which agreements are familar 
to the Operating Company, and all of which agree- 
ments are hereby referred to and made a part here- 
of as fully and to all intents and purposes as tho 
set forth in full hereim, and 

Whereas there is a balance due and wnpaid on 
the said Purchase Contract in the amount of One 
Hundred and Thirty Thousand (130,000.00) Dol- 
lars, and 

Whereas the party of the first part is the owner 
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of the following unpatented lode mining claims situ- 
ate in Homer Mining District, in the County of 
Mono, State of California, described as follows, 
to-wit: Timber Slope, Contact, Contact No. 1, Mu- 
tual Gold Lode, Mutual Gold Lode No. 1, Dome, 
Dome No. 1, and recorded in Volume 1, pages 223, 
224 and 225, Mono County Records, title thereto 
being acquired by deed dated November 15, 1982, 
executed by John Simpson, Mary Stevens and Rus- 
sell F. Collins and filed December 21, 1932, and re- 
corded in Volume 7 of Official Records, page 201, 
records of Mono County, California (seven claims) 
and also 

Lakeview, Lakeview No. 1, Lakeview No. 2, Lake- 
view No. 3, Gunsight, Gunsight No. 1, Gunsight No. 
2 and Gunsight No. 3, title thereto being acquired 
by deed dated November 15, 1932, executed by 
John Simpson, Mary Stevens, Walter Stewart and 
Russell F. Collins and recorded in Volume 8 of 
Official Records, page 306, Records of Mono Coun- 
ty, California (eight claims), and also 

Summit Extension, Summit Extension No. 1, 
Summit Extension No. 2, Summit Extension No. 3, 
Suminit Extension No. + and Summit Extension 
No. 5, title thereto being acquired on November 
15, 1932, by deed executed by John Simpson, Mary 
Stevens, Walter Stewart and Russell F. Collins, 
said deed being recorded in Volume 8 of Official 
Records, page 305, Records of Mono County, Cali- 
fornia, (six claims). (Said fourteen claims last 
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described being also conveyed to owner by deed 
from same parties filed for record December 21, 
1932, and recorded in Volume 7, Official Records, 
page 202, Mono County California) and 

Whereas the Owner has certain milling equip- 
ment, mining equipment and machinery and tools 
situate upon the above described property, which 
milling equipment and machinery is inadequate 
and not practical for the further continued use 
and operation of its property, and 

Whereas the owner has certain supples situate 
upon the said property in the approxunate amount 
of One Thousand ($1,000.00) Dollars, and 

Whereas the owner has certain indebtedness due 
on open accounts, production certificates, production 
notes and current bills and does not have sufficient 
funds to carry on and continue its miniig operation, 
and 

Whereas the Owner desires to enlist for the pur- 
pose of further developing, equipping and operat- 
ing the said mining property, the financial re- 
sources and mining skill of the Operating Company, 
and 

Whereas the Operating Company is willing to 
utilize its resources and skill in connection with the 
said mining property ; 

Now, therefore, in consideration of the premises 
and the mutual benefits to be derived therefrom, the 
sum of Ten ($10.00) Doliars by each party to the 
other m band paid, the receipt and sufficieney of 
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which is hereby acknowledged, the parties hereto 
hereby agree as follows: 

1. The period of this agreement shall be per- 
petual, subject to the termination thereof by the 
expiration of the Charter of the Owner, and subject 
further to the termination thereof as hereinafter 
provided. 

2. The Operating Company agrees to furnish 
a mininum of Seventy Thousand ($70,000.00) Dol- 
lars to be expended by it insofar as may be neces- 
sary in the construction of an amalgamation and 
cyanide plant on the property with a rated capa- 
city of one hundred tons per twenty-four hours, 
installation of a hoist, power line, necessary mining 
equipment and buildings, and provide supples and 
working capital to operate the mine. 

3. The Operating Company agrees to assuine the 
outstanding open accounts of the Owner in the 
amount of Twenty-one Thousand Five Hundred 
Seventy Eight Dollars and Fifty Cents ($21,578.50) 
by exchanging stock in the Operating Company at 
par with the creditors owning said accounts, but 
the Operating Company does not otherwise assume 
said accounts or obligate itself to pay the same. 

4. The capital stock of the Operating Company 
shall be One Hundred Sixty-two Thousand Five 
Hundred ($162,500.00) Dollars and the mimber of 
shares into which it shall be divided is 650,000 
common shares of the part value of twenty-five cents 
each. '‘he present stockholders of the Owner shall 
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have the right to subseribe, within fifteen days 
from the date of this contract, to the stock of the 
Operating Company, in the ratio of one share in 
the Operating Company for each five shares of 
common stock held in the Owner, and one share of 
the stock of the Operating Company for each five 
shares of preferred stock held in the Owner. After 
the expiration of said fifteen day period the present 
stockholders shall have no further might to make 
any subseription thereto and the Operating Com- 
pany shall have the right to sell or otherwise dis- 
pose of any and all of its stock not so subscribed 
at such time, or times, and on such terms and 
conditions, for cash or otherwise, as it shall see 
fit, provided, however, that none of said stock shall 
be disposed of at less than twenty-five cents per 
share. 

). The Operating Company agrees to advance 
the amount necessary to pay the installment of Ten 
Thousand ($10,000.00) Dollars, which by the con- 
tract of purchase, the Owner is obliged to pay on 
November 1, 1988, and to assume any and all la- 
bility of the Owner under the said ‘* Purchase 
Contract’’ according to the terms and conditions 
thereof as contained in the said contract and any 
and all modifications or changes thereto, and to 
comply with all of the terms and conditions thereof, 
and to keep the same in good standing at all times. 

6. The Operating Company agrees to advance 
the necessary funds to take care of the capital 
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stock tax of the Owner due and payable in the 
year 1938 and any and all current bills of the 
Owner now due. 

7. The Operating Company further agrees to 
perform the assessment work required by law as 
to any of the unpatented mining claims hereimabove 
described, so as to fully protect the Owner at all 
times in that respect, provided, however, that the 
Operating Company may at any time relinquish 
its rights in and to any of the said wnpatented 
mining claims which it does not deem advisable to 
develop further or longer hold, and may be relieved 
from all Hability in regard thereto by executing a 
conveyance of its interest in the said mining’ claims 
to the Owner, and delivering same im sufficient 
time for it to perform any assessment work neces- 
sary to protect the said claims. 

8. The Operating Company shall have, and is 
hereby given, the ight to apply for and secure 
patent, in the name of the Owner, to any of the 
said above described mining claims and have the 
same surveyed; that any and all charges and ex- 
penses so paid by the Operating Company shall be 
repaid to it as a part of its operating expenses as 
herein provided. 

9. The Owner covenants and agrees to assign, 
transfer and set over to the Operatmg Company, 
and by these presents does hereby assign, transfer 
and set over unto the Operating Company an un- 
divided one-half imterest im and to the contract 
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of purchase hereinbefore referred to, marked ‘‘ Ex- 
hibit A’ and hereto attached and made a_ part 
hereof, subject to the terms and conditions hereof, 
and does hereby agree to forthwith tuin over the 
exclusive possession of all of said property and 
the exclusive management and control thereof unto 
the Operating Company, to be operated by it per- 
manently except as herein otherwise provided, and 
the said Owner does hereby further agree as, if 
and when title shall be executed to it by or under 
the terms of the said ‘‘Purchase Contract’ to 
forthwith execute to the Operating Company a good 
and sufficient deed transferring and setting over 
to the said Operating Company an undivided one- 
half interest in and to said mining claims; said 
Ownei does further agree at such time to execute 
a good and sufficient deed to the other mining claims 
heremabove described conveyimg, transferring and 
setting over to the said Operating Company an un- 
divided one-half interest in and to the said mining 
claims, and to execute any and all instruments of 
transfer necessary, or deemed necessary, in order 
to convey, set over and transfer to the Operating 
Company an undivided one-half interest in and to 
the said mining claims and each and all of them, 
to the end that each of the parties hereto shall at 
such time own an undivided one-half interest in 
and to the said property. 

10. The Operating Company shall promptly be- 
gin and prosecute vigorously the installation of the 
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new milling plant with related appurtenances and 
start operating subject to such delays as may be 
occasioned by force majeure. 

11. The Operating Company shall mine and mill 
and operate the property in accord with good min- 
ing practice and in such manner as, in the opinion 
of the Operating Company, will be in the best in- 
terests of all concerned and upon such tonnage scale 
as the ores available in said properties, in the 
opinion of the Operating Company, justify, and 
in accord with good mining practice, and subject 
further to such production limitations as may be 
imposed by any authorized governmental agency, 
provided, however, that such operation shall at all 
times be in accord with and as provided and set 
forth in the said ‘‘Purchase Contract’? and any 
and all amendments thereto. 

12. The net profits shall be determined, by de- 
ducting the total expenses of whatsoever nature 
in connection with the operation of the properties 
including all costs of management, administration 
and operation, from the net proceeds from crude 
ores and/or concentrates or mint returns or other 
products from the property, and same shall be 
divided as follows: 

(a) The payments on the contract of purchase 
shall be met first as they become due and payable. 

(b) After sufficient working capital has been 
accumulated the net profits shall thereafter be 
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credited against the expenditures made by the 
Operating Company under the terms hereof or in 
connection herewith until such time as any and 
all of said expenditures and advances shall have 
been repaid to the said Operating Company. 

(c) Thereafter the net profit shall be distiib- 
uted, first, to the payment of the production certifi- 
cates and production notes of the Owner now out- 
standing and amounting to Thirty One Thousand 
Hight Hundred and Seven ($31,807.00) Dollars, 
and second, to the retirement of its preferred stock 
then outstanding. 

(d) After the retirement of the above obliga- 
tions in the order as enumerated, the net profit 
shall be distributed fifty percent to the Owner and 
fifty percent to the Operating Company. The net 
profits shall be distributed semi-annually, quarter- 
ly or monthly, at the option of the Operating Com- 
pany. 

13. At all reasonable times an accredited repre- 
sentative of the Owner shall have full and free 
access to the said properties, to the plants handling 
the ores and to the metallurgical and financial rec- 
ords pertaining thereto so as to be currently in- 
formed and assured as to the correctness of the 
accounts which the Operating Company shall ren- 
der, as soon as conveniently possible after the ter- 
mination of each six months period (or quarterly 
if the Operating Company so desires) and the 
Owner shall have thirty days from the date of mail- 
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ing said accounts within which to examine the same 
and object thereto in writing, if any error is found 
therein, it being understood and agreed that failing 
such objection within said period the accounts shall 
be considered correct. 

14. The Operating Company shall keep true and 
accurate books of account, assay records and maps 
of any and all work and furnish to the Owner, by 
mailing to him at the close of each day’s business, 
a copy of all daily reports showing the number of 
tons mined, number of tons milled, assay value of 
the heads and the assay value of the tails, and shall 
also furnish a copy of all monthly reports, by the 
superintendent or management, of development and 
operations and maps explanatory thereof, showing 
the operations thereof for each month, by mailing 
the same monthly to the Owner and shall also fur- 
nish the Owner, promptly upon the receipt of same, 
with a duplicate copy of all mint, smelter or other 
returns covering any and all shipments of ore or 
products shipped or sold from the property, and 
will, at the request of the Owner, notify the Owner 
as to anv and all cleanup dates so that the Owner 
may have a representative present at such time, 
should it so desire. 

15. No officers’ salaries of the Operating Com- 
pany shall be paid or acerue until such time as the 
operations of the property amount to One Hundred 
Fifty Thousand ($150,000.00) Dollars mn net mcome. 
Thereafter the management fees of the Operating 
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Company shall be reasonable and such as are usually 
charged in similar active operations. 

16. Except as otherwise provided in the Pur- 
chase Contract and the modifications thereof, the 
Operating Company shall not be required to mine, 
mill or otherwise operate the said properties during 
such time as it shall be prevented from so doing by 
causes bevond its control, cluding labor troubles 
or when the low grade of the ores or low metal 
prices shall render operations hereunder unprofit- 
able, and during any such period or periods the 
Operating Company shall be excused from such per- 
formance excepting only the obligation to take care 
of said property as though it were the complete 
owner thereof and to maintain the same; Provided, 
however, that upon the removal of the cause of dis- 
ability or of unprofitable conditions the Operating 
Company shall promptly resume and continue oper- 
ations. 

17. In the event that the operation of the said 
property at any time becomes unprofitable, whether 
by reason of ores of low grade or otherwise, de- 
velopment and other expenditures made by the Op- 
erating Company in an endeavor to restore the said 
property to a profitable operation shall be con- 
sidered as expenditures by the Operating Company 
to which it is entitled to reimbursement as herein 
provided. 

18. After the expenditure of Seventy Thousand 
($70,000.00) Dollars herein by the Operating Com- 
pany, it expressly reserves, and shall have, the right 
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to terminate this Agreement at any time during 
the period upon giving sixty days previous notice 
in writing to the Owner of its intention so to do, 
and upon the termination thereof the Operating 
Company shall have no further lability hereunder 
other than the distribution of any profits due the 
Owner up to the date of such termination, and the 
Owner shall be entitled to take possession of the 
said property and the Operating Company does 
hereby agree, upon the happening of such event, to 
reconvey and turn over to the Owner, the title and 
possession of the said property together with all 
right, title and interest of the Operating Company 
in and to all supplies, tools, machinery, implements, 
equipment and buildings placed thereon, and the 
Owner shall be entitled to the exclusive management 
and control thereof and to operate the same. 

19. Any and all daily and monthly reports to be 
furnished to the Owner herein, shall be sufficiently 
given if sent to the Owner at its address herein 
given, and any other notice provided for herem 
shall be sufficiently given if sent by registered mail 
addressed to the party entitled to receive the same 
as follows: 

To: Mutual Gold Corporation, 
401 Fernwell Building, 
Spokane, Washington. 


1418 Joseph Vance Building, 
Seattle, Washington, 
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except as either party hereto shall hereafter in- 
struct the other party by written notice to be ap- 
pended to this agreement. 

20. The Owner agrees to assume and pay any 
and all damages, if any, caused or arising out of 
the neghgent operation of its property, if any, that 
may have resulted or result in the pollution of the 
waters of any stream or to the damage or injury 
of anyone entitled to the use of the waters of such 
stream, and that in the event of its failure so to 
do, that the Operating Company shall have, and is 
hereby given, the mght to make any such settlement, 
compromise or defence of any and all such claims, 
demands and actions therefor upon such terms and 
conditions as it shall see fit and to reimburse itself 
for any and all sums so expended from the first 
funds available and that any and all damages so 
resulting from future operation of the property by 
the Operating Company shall be construed to be 
as an operating expense and shall be so treated. 

21. It is further nnderstood and agreed that the 
Operating Company shall have, and is hereby given, 
the right to sell or otherwise dispose of, for cash or 
otherwise, and on such terms and conditions as it 
shall decide upon, without accounting to the Owner 
therefor, anv and all machinery, equipment and 
tools now on the property, and to use such funds 
as it sees fit. 

22. It is further understood and agreed that the 
only snpphes now vemaining at the property 
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amount to approximately the sum of One Thousand 
(41,000.00) Dollars, and that the Operating Com- 
pany shall have, and is hereby given, the right to 
use and dispose of any and all such supphes, im 
such manner as it sees fit without accounting to the 
Owner therefor. 

23. In the event that the Operating Company 
shall at any time advance for or on behalf of the 
Owner any funds for the payment of its office ex- 
pense, running expense, operating expense , or 
otherwise, the Operating Company is hereby given 
the meght and shall have the right to reimburse it- 
self, for such funds so advanced or so paid, out of 
the first monies that would otherwise be due and 
payable to the Owner. 

24+. This Agreement shall inure to the benefit 
of and be binding upon the parties hereto, their sue- 
cessors and assigns, and shall be a covenant running 
with the land. 

In Witness Whereof the said parties have caused 
these presents to be executed in their behalf by their 
respective officers thereunto duly authorized and 
their seals hereunto duly affixed and duly attested, 
as of the day and vear first hereinabove written. 

MUTUAL GOLD CORPORATION 


Presiden 
Owner 
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Attest: 
Secretary. 
TB? coset ela 
President 
Operating Company. 
Attest: 


Secretary. 


Attached to this Contract were the following Ex- 
hibits— 

Exhibit A—Purchase Contract—See Pages 1 to 9 
of Contract File. 

ixhibit B—Supplemental Agreement—See Pages 
13-14 of Contract File. 


PLAINTIFFS’ EXHIBIT 10 


Minutes of Meeting of Directors of 
Mutual Gold Corporation 
Held August 6, 1938 

The Board of Directors of the Mutual Gold Cor- 
poration met at the office of the Company at 401 
Fernwell Building, Spokane, Washington, on 
Saturday the 6th day of August, A. D., 1938, at the 
hour of 9:30 A. M. pursuant to adjournment. 

The meeting was called to order by President J. 
E. Stiegler, who presided, Vice President R. P. 
Woodworth acting as Secretary. 
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The office of the company heme crowded, the 
meeting was immediately adjourned to be convened 
at the office of the company at 745 Peyton Bldg., 
Spokane, Washington, at which place it forthwith 
reconvened. 

Roll call showed following results: 

Present—J. E. Stiegler, W. L. Grill, G. H. Fer- 
bert, J. A. Vanee, R. F. Collins, R. P. Woodworth 

Absent—F’. T. Hickcox. 

Messrs. Lloyd J. Vanee and R. J. Cole were also 
present. 


Unapproved minutes of meetings were read, 
signed and approved. 

My. Lloyd J. Vance presented an offer wherein 
he agreed to form a corporation to take over and 
manage the property of the company, a copy of 
which offer is attached to the minutes of the annual 
stockholders’ meeting held on this date and hereby 
referred to and made a part hereof. 

Mr. Woodworth presented forms of resolutions 
which he had prepared for submission to the stock- 
holders that these matters might be properly pre- 
sented to them and which resolutions conformed 
with the action taken by the directors at their last 
meeting. No objection was made thereto. 

After some discussion, no action being taken, the 
meeting adjourned to be reconvened at the same 
place by the new Board of Directors immediately 
following the annual meeting of the stockholders. 

The Board reconvened immediately following the 
annual meeting of the stockholders. Mr. J. K. Stieg- 
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ler was chosen temporary chairman and R. P. Wood- 
worth temporary secretary. 

Roll call showed the following results: 

Present—J. E. Stiegler, W. L. Grill, G. H. Fer- 
bert, J. A. Vance, R. F. Collins, R. P. Woodworth. 

Absent—F. T. Hickcox. 

The Directors present qualified by subseribing to 
the oath of office which was ordered inserted in the 
minute beok immediately following the minutes of 
this meeting. 


The following officers were duly nominated and 
elected: 

J. E. Stiegler, President 

J. A. Vanee, Vice President 

R. P. Woodworth, Vice President 

R. F. Collins, Vice President 

E. Fnson, Secretary 

E. Fuson, Treasurer 

E. D. Weller, Attorney 

The officers elected, who were present, thereupon 
accepted the offices to which each had been elected. 

Mr. Ferbert and My. Collins then stated that they 
would get Myr. Garbutt on the leng distanee ’phone 
and obtain from him a telegram setting forth the 
terms of his proposition to form a corporation to 
take over an manage the property, and that they 
would submit same to the Board, and requested that 
the meeting be adjourned to reconvene at 7:00 
o’clock P. M. at 745 Pevton Building, Spokane, 
Washington. On motion duly made, seconded and 
carried, the meeting was adjourned to be reconvened 
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at 7:00 o’clock P. M. at 745 Peyton Building, 
Spokane, Washington. 

The meeting reconvened at 7: 00 o’elock P. M. on 
Saturday the 6th day of August, A. D., 1938, at 745 
Pevton Building, Spokane, Washington, pursuant 
to adjournment. 

The meeting was called to orden by J. E. Stiegler, 
President, R. P. Woodworth, Vice President acting 
as recording officer. The same directors were pres- 
ent. Mr. Llovd J. Vance and Mr. R. J. Cole were 
also present. 

Mr. G. H. Ferbert moved that he and Mr. Collins 
be sent to Los Angeles to contact Mr. Garbutt and 
the company pay their expenses. There was no sec- 
ond to said motion, wherenpon Mr. Ferbert moved 
that he and Russell Collins be sent to Los Angeles 
to contact Mr. Garbutt without expenses to endeavor 
to secure a contract with Mi. Garbutt. Mr. Grill 
moved an amendment to said motion, that they be 
required to report back immediately. The amend- 
ment was accepted by Mr. Ferbert and Mi. Collins, 
duly seconded, and put to a vote. Mr. Collins, Mr, 
Stiegler, Mr. Ferbert, and Mr. Grill voted in favor 
thereof. Mi. Vance and Mr. Woodworth voted 
age inst said motion. 

Mr. Woodworth stated that in his opinion, in view 
of the fact that My. Ferbert and Mr. Collins were 
evidently interest parties, that he did not consider 
the motion had passed. Mr. Grill stated that it had 
passed and the directors voting in favor of said mo- 
tion agreed with him. 
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Mr. Lloyd J. Vance thereupon presented the 
withdrawal of his offer and stated that unless the 
board intended to accept said offer at once that he 
wished to withdraw it. 

Mr. Woodworth stated to the board that it was his 
opinion that the offer should be accepted at once; 
that the proposed form of contract submitted with 
said offer and as a part thereof, had been prepared 
by him, that if anything was to be done toward put- 
ting a mill on the property this year that action 
would have to be taken at once. That on the ap- 
proval of Mr. Llovd Vanece’s offer by the Board at 
its last meeting, believing that the stockholders 
would authorize the Board to enter into some such 
form of agreement, Mz. Cole, Mining Engineer, had 
been to California for My. Vance, that arrange- 
ments had already been made to put in the power 
line at once, that mill machinery and equipment 
capable of handling over 150 tons per day was ready 
to be moved in, and that trucks were already ar- 
ranged for to haul it in as well as additional mine 
equipment and that everything was ready to move 
immediately 1f the Board would accept Mr. Vance’s 
offer. That the proposed offer that Mr. Collins and 
Mr. Ferbert had stated they would be able to get 
from Mr. Garbutt, according to their own admis- 
sions, contained no better terms and in some re- 
spects was not so good in that there was no assur- 
ance that the stockholders wonld be permitted to 
participate therein the same manner. That no defin- 
ite offer of any kind from Garbutt was before the 
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Board nor any definite assurance that any offer as 
favorable could be secured from him. That a definite 
concrete offer was before the Board as made by Mr. 
Vance. That it was admitted that the only deal 
which had been proposed to Mr. Garbutt was one 
based on the offer which Mr. Vance had made and 
the Board approved at its last meeting and that it 
was not fair or honest for the Board to turn down 
Mr. Vanee’s offer and that same should be accepted 
at once, and moved that it be so accepted. 

It was moved by Mr. Grill, seconded by Mr. Fer- 
bert that no action be taken on the offer of Mr. 
Lloyd J. Vance by the Board until report had been 
received as to what Mr. Garbué would do with re- 
spect to entering into a hke contract with the com- 
pany. The matter was put to a vote, Messrs. Grill, 
Stiegler, Collins and Ferbert voting in favor there- 
of, Mr. Vance and Mr. Woodworth voting against 
said motion. Mi. Vance’s offer was thereupon with- 
drawn by him. 

It was moved by Mr. Grill, seconded by Mr. Col- 
lins that the meeting be adjourned to be reconvened 
at the Vance Hotel, Seattle, Washington, on Satur- 
(Cryeiierlotiedao Anes, A. D. 1938) at 10-00 
o’clock A. M. Messrs. Stiegler, Ferbert, Collins, Grill 
and Vance voted in favor of said motion, Mr. Wood- 
worth voting against same. 


Recording Officer. 
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PLAINELE ES’ EXHLBIT 11 


August 25, 1938 
Mutual Gold Corporation 
401 Fernwell Building 
Spokane, Wash. 
Gentlemen. 

This will inform you that we have elected to can- 
cel and we hereby cancel vour option and contract 
to purchase the Log Cabin Mine, which option and 
which contract is dated July 18, 1932. This action is 
final and absolute. 

We recognize that this cancellation, while legal, 
may work a great hardship upon vour stockholders 
but should you wish to negotiate for rehabilitation 
of this contract yon may negotiate with the under- 
signed who will give the matter consideration p1o0- 
vided vour defaults are cured and other points of 
difference are adjusted to his satisfaction. 

(Signed ) FRANK A. GARBUTT 

Frank A. Garbutt—duly author- 
ized representative of the 
owners, Chandis Securities 
Company and Alice Clark 
Rvan. 

Ce lo 
Mutual Gold Corporation 
30x 377, Leevining, Cal. 
ce to 

Mutual Gold Corporation 

Attention: Mr. J. A. Vance, General Manager, 

Vanee Fotel, 

Seattle, Washington. 
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PLAINTIFFS’ EXHIBIT 12 


Frank A. Garbutt 
Suite 712 - 411 West 7th Street 
Los Angeles, Cahfornia 


September 2, 1938 


Mutual Gold Corporation, and 
J. A. Vance, General Manager, 


Fernwell Building, 


Spokane, Wash. 
Gentlemen: 

T have the letter of August 29th signed by J. A. 
Vanee, General Manager Mutual Gold Corporation, 
addressed to me at 411 West Seventh Street, which 


Stes - 


“IT cannot aceept cancellation of the contract 
to purchase the Log Cabin Mine’... **The Mu- 
tual Gold Corporation has performed the con- 
tmalei on its parte in every particular’... “I 
would thank vou to specify the matters claimed 
to be in default’’. . . ‘“Please promptly advise 


me, 7 


Although J think we have no obligation to 


acquaint you with vour defaults, | will quote parts 


Of WOUT comimact oF July 1), 11932. 


‘The said buvers agree to well and sufficiently 
timber the tunnels, shafts and drifts... and 
repair all old timberinge in such workines and 
in all existing openings wlich are now open 
and which show any mill ore... for the preser- 
vation of said mine.”’ 
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‘““After said shaft has been sunk to the inter- 
section of the vein and drifted on for a distance 
of not less than 200 feet, if by that time suf- 
ficient tonnage of commercial ore is in sight to 
justify a mill, and if not, as soon as sufficient 
tonnage of commercial ore is in sight, the buy- 
ers agree to build a suitable mill and mill 
buildings and to install proper milling machin- 
ery for the economical and proper milling of 
said ore and to proceed without delay in a 
minerlike fashion to mill and market said ores 
which have been developed on said property’’. 

‘In consideration of the foregoing conditions 

. and wm consideration of their faithfully 
keeping all of the covenants herein contained 
said sellers hereby give said buyers the right 
to purchase” 

“Tyme is of the essence of this agreement, 
and it is expressly agreed that in case of any 
violation by the buyers of any covenant herein 
contained or on their failure or refusal to carry 
out or comply with all of the terms and condi- 
tions of this agreement ... the sellers at their 
election may terminate this agreement.’’ 

“Tn the event of a default by the said buvers 
in performing any of the conditions or coven- 
ants herein set forth... the sellers may at their 
option give notice to said buvers of the tevmina- 
tion of this agreement by depositing such notice 
in the United States mail, registered and _ post- 
age prepaid, addressed to said buyers at the 
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mine and at the last known postoffice address 
given to said sellers by said buyers, and the 
depositing of said notices and the affidavit by 
the sellers or any of them that same have been 
deposited shall be conclusive proof that the 
notices were given and this agreement shall be 
terminated thereby at the option of said sellers.’’ 
“The sellers may exercise said option and 
eive such notice in accordance therewith.” 


Then follows another clause stating 

‘In the event of a default by the buyers in 
the performance of some covenant or conditions 
in itself immaterial and of which default thev 
may be unaware the sellers, before giving notice 
as above set forth, shall notify said buyers of 
the default complained of and shall allow them 
thirty days from the date of giving said notice 
in which to cure same and remedy said defaults 
so complained of.’’ 


Your defaults do not come under this category. 

We are advised competently and with what we 
regard as absolute proof that in the fall of 1937 the 
shaft had reached the intersection of the vein, had 
been diifted on a distance of not less than 200 feet 
and that sufficient tonnage of commercial ore was in 
sight to justifv a mill. However this may be, at 
some time shortly thereafter and, in any event, not 
later than early February, 1938, a large amount of 
commercial ore having been encountered you con- 
spired with others interested in your venture to shut 
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down the property and, as you expressed it, “‘get 
hold of the contiract.’? Pursuant to this plan you 
made efforts and caused efforts to be made to pur- 
chase the sellers’ interest in the contract to you for 
less than it was worth, withholding from them and 
also, we are informed, withholding from some of 
your own stockholders and directors, true informa- 
tion of the condition of the mine. It was vour plain 
duty, under the exact wording of your contract, to 
“build a suitable mill and mill buildings and to in- 


stall proper milling machinery ... and proceed 
without delay ...to mill said ores.”’ 


That since the time of your discovery a period 
of six months has elapsed and prior thereto a con- 
siderable time elapsed during which vou were wholly 
in default. 

There are other grounds for default which it is 
not necessary to go into here. However, for your 
further information, will state that we have vour 
adnussions and the indisputable evidence of others 
that the milling equipment and machinery on the 
property is inadequate, not practical and not eco- 
nomieal for the treatment of these ores. 

A material consideration for the terms of pay- 
ment given vou was that vou would proceed upon 
the development of ore to install proper milling 
machinery for the economical milling of said ore and 
to proceed without delay to mill said ores and to 
pay the proceeds to the sellers as in your contract 
provided. 
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Your fiction that you are not in default finds no 
favor in our eyes. It is wholly in accord with your 
past tactics of concealment and evasion of your re- 
sponsibilities. 

In our notice to you of August 25 we frankly 
stated our attitude toward the Mutual and the coir 
ditions under which we might negotiate for a re- 
habilitation of vour contract. 

The undersigned, as you are aware, has been ne- 
gotiating with the Mutual for a contract looking to 
the operation of its property. I have no desire to 
undertake such responsibilities and the only con- 
sideration for so domg is to provide the stock- 
holders with an alternative so that they would not 
be forced to accept the manifestly tricky and unfair 
contract that vou have attempted to force upon 
them. 

To show vou the lack of esteem in which this ef- 
fort of yours is held, I quote, in part, from one of 
the communications from a stockholder regarding it: 

“A goodly number of the stockholders have 
expressed their views and not one of them, ex- 
cepting Woodworth, seemed in favor of it, and 
they run all the way from downright panic, 
bogged down like a cow in the mud, some few - 
are quite bellicose and want to fight, and I think 
they would welcome anything of a constructive 
and fair nature that might give promise of 
pulling them out of the jain. 

‘Personally, I think this proposal set forth 
by the Vances is one of the most vicious I have 
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seen, and I am doubtful if it could possibly get 
by the Security Act; if so I would have less 
faith in that law than I now have.”’ 


T trust I have made my position entirely clear. 
The owners have a friendly feeling for the stock- 
holders as also have I, but my first duty is to the 
owners whom I represent. 

Your habilitv for vonr acts or omissions is to 
your stockholders who, it seems to me, could re- 
cover from vou if they lose their property by rea- 
son of vour laches. 

Yours truly, 

(Signed) FRANK A. GARBUTT. 

FAG-C 


PLAINTIFFS’ EXHIBIT 13 


is set forth in the Complaint, as Exhibit 6 thereto, 
at page 51. 


PLAINTIFFS’ EXHIBIT 14 


MINUTES OF ADJOURNED ANNUAL MEET- 
ING OF THE BOARD OF DIRECTORS OF 
MUTUAL GOLD CORPORATION 


The adjourned annual meeting of the board of 
directors of Mutual Gold Corporation, a corpora- 
tion, was held at the Vance Hotel in the City of 
Seattle, ISing County, Washington, beginning at 
10 o'clock A. M. on the 7th day of September, 1938, 
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there being present Mr. J. E. Stiegler, Mr. J. A. 
Vance, Mr. F. T. Hickcox, Mr. R. P. Woodworth 
aid Nie W. LivGrilleand Ma. G. H. Ferbert. Mr. 
Russell I. Collins was absent. 

Mr. Grill made a brief report of the conferences 
had with Mr. Garbutt at Los Angeles and then read 
the contract between the Mutual Gold Corporation 
and Frank A. Garbutt, which had been executed by 
Mr. Garbutt and Mr. Stiegler, as the president of 
the corporation, subject to the ratification thereof 
by the board of directors of the company. 

It was regularly moved by Mr. Grill and seconded 
by Mr. Ferbert that the action of the president of 
this company, Mr. J. EK. Stiegler, in executing that 
certain written contract dated the 2nd day of Sep- 
tember, 1938, between Mutual Gold Corporation, a 
corporation, and Frank A. Garbutt, be ratified, ap- 
proved and confirmed, as fully and to the same 
extent as though originally authorized by the board 
of directors of this company, and that the said con- 
tract be and the same is hereby ratified, approved 
and confirmed in all details; and that the president 
of this company, Mr. J. E. Stiegler, be and he hereby 
is authorized and directed to carry out and perform 
the same and to execute with the secretary of this 
company all deeds, bills of sale and documents of 
every kind and character whatsvever necessary to 
make said contract legally effective and to carry 
out the terms and provisions thereof, subject to the 
ratification of the action of the board thereon by a 


286 Helen M. Sutherland, et al. 


special meeting of the stockholders to be called for 
such purpose. 

It was moved by Mr. Woodworth and seconded 
by Mx. Vance, as a substitute motion, that the offer 
of Lloyd Vance be accepted. Mr. Woodworth and 
Ma. Vance voted in favor of said substitute motion 
and Mr. Hickcox, Mr. Ferbert and Mr. Grill voted 
against said substitute motion and the same was 
not earried. 

Upon a vote being had upon the origimal motion, 
said motion carried by the votes of Ma. Stiegler, 
Mr. Ferbert, Mr. Hickcox and Mr. Grill. Mr. Wood- 
worth and Mr. Vance voted ‘‘No”’ thereon. 

It was regularly moved by Ma. Grill and seconded 
by My. Ferbert that this corporation do and it 
hereby does accept that certain contract bearing 
date the 2nd day of September, 1938, between Mu- 
tual Gold Corporation, a corporation, and Frank A. 
Garbutt, which contract has been read to the Board, 
and all of the terms and provisions thereof; and 
that the president of this corporation, Mr. J. E. 
Stiegler, be and he hereby is authorized and di- 
rected to execute said contract, if the previous rati- 
fication thereof is not legally sufficient for and on 
behalf of this corporation, and to execute any and 
all documents, papers, bills of sale, deeds and con- 
vevances necessary to make said document legally 
effective and to carry out the terms, conditions and 
provisions thereof; this action of the board to be 
subject to ratification by the stockholders at a spe- 
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cial meeting to be called for such purpose. Said 
motion carried by the votes of Mr. Stiegler, Mr. 
Ferbeit, Mx. Hickcox and M1. Grill. Mv. Woodworth 
and Mr. Vance voted ‘‘No’’ thereon. 

It was regularly moved by Mr. Grill and seconded 
by Mr. Ferbert that the president of this corpora- 
tion, Mr. J. E. Stiegler, be and hereby is authorized 
and directed, for and on behalf of this corporation, 
to borrow the sum of $25,000 from any person, firm 
or corporation, upon the best terms possible, giving 
the note of this corporation or other written obli- 
gation, and for and on behalf of this corporation 
to execute a pledge or assignment of any or all of 
the assets of the corporation as security therefor. 
Said motion carried by the votes of Mr. Stiegler, 
Mr. Ferbert, Mr. Hickcox and Mr. Grill. Ma. Wood- 
worth and My. Vance voted ‘‘No’’ thereon. 

It was regularly moved by Mr. Woodworth and 
seconded by Aly. Vance that proxies for the said 
stockholders’ mneeting be sent out in blank to the 
stockholders of the company by the secretary. Upon 
a vote being had Mr. Vance and Mr. Woodworth 
voted in favor thereof and Mar. Ferbert, Mr. Hick- 
cox and Mi. Grill voted against the same and said 
motion did not carry. 

It was regularly moved by May. Gaill and seconded 
by Ma. Hickcox that proxies be sent out by the 
secretary designating J. E. Stiegler or blank the 
proxy of such stockholder, to vote at said special 
meeting of the stockholders. Ma. Gaill, Ma. Ferbert 
and Mr. Hickeox voted in favor thereof and Mr. 
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Vance and Mr. Woodworth voted against the said 
motion. Said motion was carried. 

It was regularly moved, seconded and, upon a 
vote being had, carried, that the secretary of the 
corporation be and is authorized and directed to call 
a special meeting of the stockholders of the company 
at the earliest possible time, for the purpose of 
ratifying or refusing to ratify the action taken by 
the board in connection with the said contract dated 
the 2nd day of September, 1938, between Mutual 
Gold Corporation and Frank A. Garbutt, and that 
such meeting also be called for the consideration 
and acting upon the offer of Lloyd J. Vanee, or any 
other offer from any other person, firm or corpora- 
tion, and the authorization of the board to accept 
and execute the same. 

No further business coming before the directors, 
the meeting thereupon adjourned. 

(Signed) W. L. GRILL, 
Secretary Pro Tem. 


Mr. Anderson: Which will be Plaintiffs’ Exhibit 
14. I offer in evidence an unsigned letter dated 
September 9, 1938, to Mutual Gold Corporation, 
J. A. Vance, General Manager, and J. EK. Stiegler, 
President; subject matter is notice of default, and 
ft will ask counsel if he will stipulate that that was 
a copy of Aly, Garbutt’s letter of that date and to 
those persons. 

Mi. Hinckle: So stipulated. 


vs. Frank A. Garbutt, et al. 289 


My. Anderson: Do other counsel, if your Honor 
please, [89] likewise stipulate ? 

Mr. Grill: Yes; on the statements made. 

The Court: It may be marked. 

The Clerk: Exhibit 15. [40] 


PLAINTIFFS’ EXHIBIT 15 
September 9, 1938 
Mutual Gold Corporation, 
Mr. J. A. Vance, General Manager, 
Mr. J. E. Stiegler, President 
401 Fernwell Building, 
Spokane, Washington 
Gentlemen : 

On August 25th we served you with notice of 
default on your contract of July 138, 1932, and noti- 
fied you of its termination and terminated it as in 
said contract provided. 

In this same communication we also advised you 
of our willingness to negotiate for the reinstatement 
of said contract under certain conditions which have 
not been met. 

Instead we received a communication from your 


é 


Manager, J. A. Vance, declining to ‘‘accept cancel- 
lation’ and stating: 
‘‘Mutual Gold Corporation has performed the 


contract on its part in every particular.’ 


his is so far from the truth that we now, without 
prejudice to said termination of August 25, 1938, 
again inform you that, in accordance with the terms 
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of said agreement of July 13, 1932, we have elected 
to terminate, and do hereby terminate, your option 
and contract under said agreement to purchase the 
Log Cabin Mines and other property described in 
said agreement, and do hereby terminate said agree- 
ment in its entirety. 

Also that we will not negotiate for a reimstate- 
inent of same unless and until we receive from you 
a statement in writing satisfactory to us as to the 
reason for your breaches of the following conditions 
of your contract and your acts and statements fol- 
lowing: 

1. Your agreement to keep the ore intact above 
the 125 foot level. 

2. Post non-hability notices and maintain same 
after posting. 

3. Repair and keep in repair all old timbering in 
existing openings. 

4. Strictly comply with the Workmen’s Compen- 
sation Act. 

Dd. Install a proper null for the economical and 
proper milling of said ore. 

6. Proceed without delay to mine, mill and mar- 
ket said ores. 

7. To impound all mill tailings which assay over 
$1.00 per ton. 

8. Pay to the sellers any excess over $8.00 per 
ton. 

9. Work continuously not less than 150 shifts of 
competent miners per month. 
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10. Obtain and furnish to the sellers a release 
or waiver from your vendors before you allow any 
material, machinery or supplies to be brought upon 
said property. 

11. Obtain hke releases from all employees and 
furnish same to sellers before employing any labor. 

12. Your ordering our representative off of the 
propeity. 

13. Your concealment from us of material in- 
formation. 

14. Your statement that ‘* Mutual Gold Corpo- 
vation has performed the contract on its part in 
every particular’’. As long as you take this position, 
there can be no negotiations. 


Copies to 

Mutual Gold Corporation 

Box 377, Leevining, Cal. 

Mutual Gold Corporation, 

Attention: Mr. J. A. Vance, Gen. Mer. 
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PLAINTIFFS’ EXHIBIT 16 


Mutual Gold Corporation 
401 Fernwell Building 
Spokane, Wash. 

Directors 
J. A. Vance, Seattle, Wash. 
Russell F. Collins, Leevining, Cal. 
R. P. Woodworth, Spokane, Wash. 
J. x. Stiegler, Naches, Wash. 
W. L. Grill, Seattle, Wash. 
F, ‘TY. Hickcox, Tacoma, Wash. 
G. H. Ferbert, Naches, Wash. 

Officers 
J. EK. Stiegler, President 
R. P. Woodworth, Vice-President 
J. A. Vance, Vice-President 
Russell EF, Collins, Vice-President 
i. Fuson, Secy.-Treas. 

September 12, 1938. 


To the Stockholders of Mutual Gold Corporation: 


The stockholders of the company at the annual 
meeting held on the 6th day of August, 1938, author- 
ized the board of directors to sell, lease, deal with, 
exchange or dispose of any part of or all of the 
assets of the corporation, for cash or otherwise, 
including exchanging for shares in another corpora- 
tion, domestic or foreign, as they in their discretion 
might deem expedient, advisable or desirable. 

Prior thereto there had been submitted to the 
board of directors an offer by Lloyd J. Vance. At 
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the meeting of the board of directors following the 
stockholders’ meeting, the board was advised that 
an offer would be received from Mr. Cecil 3B. 
deMille. The board meeting was adjourned to a sub- 
sequent date, at which a proposal was submitted, 
which proposition was considered by the board and 
attempts made to secure certain changes therein. 
The board deemed it advisable to consider such 
proposition, as it was presented by Mr. Frank A. 
Garbutt, the agent of the owners of the Log Cabin 
group of claims. 

During the course of the consideration of the re- 
spective offers, a notice of cancellation of the com- 
pany’s contract of purchase covering the Log Cabin 
group of claims was received by the company, which 
notice was signed by Mr. Frank A. Garbutt. 

In order to bring the matter to a head, the board 
authorized Mr. Stiegler, Mr. Ferbert, Mr. Vanee, 
My. Hickeox and Mr. Grill to go to California and 
confer with Mr. Garbutt. Thereupon, Mr. Ferbert, 
Mr. Collins, Mr. Giill and the writer conferred 
with Mr. Garbutt at Los Angeles and certain modifi- 
eations of the contract proposed by My. Garbutt 
were obtained and a contract signed by the writer, 
as president of the company, subject to ratification 
by the board. The terms of the contract were the 
best 1t was possible to obtain from M1. Garbutt. 

A board meeting was held on the 7th day of Sep- 
tember, at which the action of the president of the 
company was ratified and the contract approved by 
the board, subject to its ratification by the stock- 
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holders of the company. The board members voting 
in favor of the ratification were Mr. Ferbert, Mr. 
Hickcox, Mr. Grill and Mr. Stiegler, Those voting 
against were Mr. Woodworth and Mr. Vance. The 
writer was advised that the contract was approved 
by Mf. Collins, the one director absent. It was the 
feeling of the writer, as well as the other members 
of the board voting in favor of the contract, that if 
it was not accepted the company would become 1n- 
volved in long and expensive litigation with the 
owners of the property over the attempted cancella- 
tion of the contract, and even though the company 
were ultimately successful in such litigation, little 
might remain for the stockholders after the termi- 
nation thereof. 

The writer wishes to state that if a longer time 
had been available, and the conditions different, a 
much better contract might have been obtained from 
other sources. However, in view of the entire situa- 
tion and the fact that the company has unpaid obh- 
gations and no funds to carry on, the board members 
voting in favor of the proposition felt that the com- 
pany had no alternative. 

You will find enclosed herewith proxy made out in 
favor of the writer or blank. The writer wishes you 
to feel at liberty to exercise your best judgment in 
the matter and if you wish to have your proxy run 
to anyone else, elimimate his name and place the 
name of anyone you desire therein, if it is impos- 
sible for you to be personally present at the stock- 
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holders’ meeting. However, the undersigned urges 
you to be either present at said meeting or repre- 
sented by proxy. 


Sincerely yours, 


J. E. STIEGLER, 
JES :pb - President. 


PLAINTIFYS’ EXHIBIT 17 


NOTICE OF SPECIAL MEETING OF STOCK- 
HOLDERS OF MUTUAL GOLD 
CORPORATION 


Notice Is Hereby Given that in accordance with 
Resolution of the board of directors of Mutual Gold 
Corporation passed on September 7, 1938, a special 
meeting of the stockholders of said corporation will 
be held at the office of the company at 401 Fernwell 
Building, Spokane, Washington, on September 24th, 
1938, at eleven o’clock A. M. for the purpose of 
ratifving or refusing to ratify the action taken by 
the said board of directors in accepting a certain 
contract, dated September 2nd, 1938, by and_be- 
tween Mutual Gold Corporation and Frank A. Gar- 
butt, said acceptance being subject to ratification by 
the stockholders at a special meeting called for that 
purpose and to consider at said meeting and pass 
upon the offer of Lloyd J. Vance or any other offer 
from any other person, firm or corporation, includ- 
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ing authorization to the board of directors to accept 
and execute same. 
MUTUAL GOLD CORPORATION, 
By EH. FUSON, 
Secretary. 


[Written on reverse side. | 


Sept 15-1938 
Mr. Vance: 
I am sending you my proxy as if I send it to 
Spokane it may be lost. 
Thanks for your letter. 
JENNIE M. TATTERSALL 


PLAINTIFFS’ EXHIBIT 18 
(Posteard addressed to) 


Mutual Gold Corporation, 
Fernwell Building, 
Spokane, Wash. 

PROXY 


Know All Men By These Presents that I, the 
undersigned, do hereby constitute and appoint R. P. 
Woodworth my true and lawful attorney to repre- 
sent me at the special meeting of the stockholders 
of Mutual Gold Corporation to be held on the 24th 
day of September, 1938, at eleven o’clock A. M. at 
the office of the company, 401 Fernwell Building, 
Spokane, Washington, and do hereby authorize and 
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empower him to vote at said meeting and at any 
adjournment thereof for me and in my name and 
stead upon the stock then standing im my name on 
the books of said company, and I hereby grant my 
said attorney all the powers that I should possess 
if personally present at said meeting. 

Witness my signature this 15th day of Septem- 
ber, 1938. 

JENNIE M. TATTERSALL 
Witnessed By: 
GEO. G. HANNAN 


PLAINTIFE’S EXHIBIT 19 


Mutual Gold Corporation 
401 Fernwell Building 
Spokane, Wash. 


September 16, 1938. 

J. EK. Stiegler 
R. P. Woodworth 
J. A. Vance 
Russell F. Collins 
W. L. Grill 
F. T. Hickeox 
G. H. Ferbert 
Directors of Mutual Gold Corporation: 

Notice is hereby given that a Special Meeting of 
the Board of Directors of the Mutual Gold Cor- 
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poration is called to be held at 610 Colman Build- 
ing, Seattle, Washington on Monday, the 19th day 
of September, 1938 at the hour of 10:00 o’clock 
A. M. for the purpose of reconsidering the action 
taken by said Board upon the ratification by the 
Board of the contract between Frank A. Garbutt 
and the Mutual Gold Corporation dated September 
2, 1938 and the further purpose of considering any 
other proposal that may be brought before said 
meeting for the development and operation of the 
Mutual Gold Corporation properties in Mono 
County, California, and any other matters inci- 
dent or pertaining to the aforementioned business. 
(Signed) J. BE. STIEGLER 
President 


PLAINTIFFS’ EXHIBIT 20 


Frank A. Garbutt 
Suite 712—411 West Seventh Street 
Los Angeles, California 
September 12, 1938. 
Mr. M. F. Haley, 
Leevining, Cal. 
Dear Mr. Haley: 

When I talked with you last Saturday and Sun- 
day you were to gather certain information and 
write me your conclusions and recommendations at 
once with a list of what changes you wanted to 
make and what you needed to start up the mill with- 
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out delay. A week later I have not heard from you. 

I promised to write you not later than Wednes- 
day afternoon or Thursday morning and this I 
did. Knowing your condition as you told it to me, 
I put you on my payroll for two weeks so you 
could bridge over the delay without hardship to 
yourself until the mine would be ready to employ 
you. 

I am particular about keeping any promises I 
make and like those with whom I plan to become 
associated to be the same. Otherwise there can be 
no mutual confidence. 

Sincerely, 
F. A. GARBUTT. 
FAG-C, 

P. 8S. You will not, of course, go on my payroll 
until you commence work. 

F. A. G. 


PLAINTIFFS’ EXHIBIT 21 
(Post Card Addressed to) 
Lloyd J. Vanee, 
Joseph Vance Bldg., Spokane, Wash. 
Spokane, Washington 
September 20, 1938 


Stockholders of Mutual Gold Corp.: 

On Monday, September 19, 1938 your Board of 
Directors reconsidered their previous action upon 
the proposed contract with Mr. Frank A. Gar- 


300 Helen M. Sutherland, et al. 


butt, regarding the operation of the Mutual Gold 
mining property and ratified and approved same 
in accordance with the stockholders’ authority of 
August 6th, 1938. 

It will therefore not be necessary to hold the 
Special Stockholders’ Meeting called for Septem- 
ber 24th, and same is cancelled by order of the 
Board. 

J. EK. STIEGLER 
President, 


EE 


PLAINTIFFS’ EXHIBIT 22 


Minutes of Special Meeting of Directors of 
Mutual Gold Corporation 

Pursuant to due notice, a special meeting of the 
board of directors of Mutual Gold Corporation was 
held at 610 Colman Building, in the city of Seattle, 
King County, Washington, beginning at, 10 o’clock 
a.m. on Monday, the 19th day of September, 1938, 
there being present Mr. J. E. Stiegler, Mr. J. A. 
Vance, Mr. G. H. Ferbert, Mr. F. T. Hickeox, Mr. 
R. P. Woodworth, Mr. W. L. Grill and Mr. Rus- 
sell F. Collins. 

The President asked Mr. Grill to act as secre- 
tary of the meeting. 

The secretary of the meeting read the notice 
calling the meeting and the affidavit of the secre- 
tary of the company regarding the mailing of the 
notice. 
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The secretary of the meeting thereupon read the 
last notice of cancellation given by the owners of 
the Log Cabin mining claims. 

It was regularly moved by Mr. Grill and _ sec- 
onded by Mr. Ferbert that the board reconsider the 
action taken by it at its meeting on the 7th day of 
September upon the following proceedings: 

It was regularly moved by Mr. Grill and 
seconded by Mr. Ferbert that the action of the 
president of this company, Mr. J. E. Stiegler, 
in executing that certain written contract dated 
the 2d day of September, 1938, between Mu- 
tual Gold Corporation, a corporation, and 
Frank A. Garbutt, be ratified, approved and 
confirmed, as fully and to the same extent as 
though originally authorized by the board of 
directors of this company, and that the said 
contract be and the same is hereby ratified, 
approved and confirmed in all details; and that 
the president of this company, Mr. J. E. Stieg- 
ler, be and he hereby is authorized and di- 
rected to carry out and perform the same and 
to execute with the secretary of this company 
all deeds, bills of sale and documents of every 
kind and character whatsoever necessary to 
make said contract legally effective and to carry 
out the terms and provisions thereof, subject 
to the ratification of the action of the board 
thereon by a special meeting of the stockhold- 
ers to be called for such purpose. * * * 
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It was regularly moved by Mr. Grill and 
seconded by Mr. Ferbert that this corporation 
do and it hereby does accept, that certain con- 
tract bearing date the 2d day of September, 
1938, between Mutual Gold Corporation, a cor- 
poration, and Frank A. Garbutt, which con- 
tract has been read to the board, and all of the 
terms and provisions thereof; and that, the 
president of this corporation, Mr. J. E. Stieg- 
ler, be and he hereby is authorized and cirected 
to execute said contract, if the previous ratifi- 
eations thereof is not legally sufficient for and 
on behalf of this corporation, and to execute 
any and all documents, papers, bills of sale, 
deeds and conveyances necessary to make said 
document legally effective and to carry out the 
terms, conditions and provisions thereof; this 
action of the board to be subject to ratifica- 
tion by the stockholders at a special meeting to 
be called for such purpose. 


The following voted in favor of said motion: Mr. 
Stiegler, Mr. Ferbert, Mr. Collins, Mr. Hickeox and 


vir. 
Mr. 


Grill; and the following against said motion: 
Woodworth and Mr. Vance. The President de- 


elared the motion carried. 

It was regularly moved by Mr. Grill and seconded 
bv My. Ferbert that, in view of the authority and 
power given to the board of directors by the stock- 
holders at a special meeting of the stockholders 
called on the 6th day of August, 19388, and in view 
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of the present financial condition of the company, 
the action of the president of this company, Mr. 
J. E. Stiegler, in executing that certain written 
contract dated the 2d day of September, 1938, be- 
tween Mutual Gold Corporation, a corporation, and 
Frank A. Garbutt, be ratified, approved and con- 
firmed, as fully and to the same extent as though 
originally authorized by the board of directors of 
this company, and that the said contract be and 
the same is hereby ratified, approved and confirmed 
in all details; and that the president of this com- 
pany, Mr. J. E. Stiegler, be and he hereby is au- 
thorized and directed to carry out and perform the 
same and to execute with the secretary of this com- 
pany all deeds, bills of sale and documents of every 
kind and character whatsoever necessary to make 
said contract legally effective and to carry ont the 
terms and provisions thereof. Upon a vote being 
had upon said motion, said motion was carried by 
the votes of Mr. Hickcox, Mr. Collins, Mr. Grill, 
Mr. Stiegler, and Mr. Ferbert. Mr. Woodworth and 
Mr. Vance voted ‘‘No’’ upon said motion. 

It, was regularly moved by Mr. Grill and second- 
ed by Mr. Ferbert that, in view of the authority 
and power given to the board of directors by the 
stockholders at a special meeting of the stockhold- 
ers called on the 6th day of August, 1938, and in 
view of the present financial condition of the com- 
pany, this corporation do and it hereby does accept 
that certain contract bearmg date the 2d day of 
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September, 1938, between Mutual Gold Corporation, 
a corporation, and Frank A.’ Garbutt, and all of 
the terms and provisions thereof; and that the pres- 
ident of this corporation, Mr. J. E. Stiegler, be 
and he hereby is authorized and directed to execute 
said, contract, if the previous ratification thereof is 
not legally sufficient for and on behalf of this cor- 
poration, and to execute any and all documents, pa- 
pers, bills of sale, deeds and conveyances necessary 
to make said document legally effective and to carry 
out the terms, conditions and provisions thereof. 
Said motion carried by the votes of Mr. Stiegler, 
Mr. Ferbert, Mr. Collins, Mr. Hickeox and Mr. 
Gaill. Mr. Vanee and Mr. Woodworth voted ‘*‘No”’ 
thereon. 

It, was regularly moved by Mr. Grill and seconded 
by Mr. Ferbert that the president of this ecorpora- 
tion, Mr. J. E. Stiegler be and hereby is authorized 
and directed, for and on behalf of this corporation, 
to borrow the sum of $25,000 from any person, firm 
or corporation, upon the best terms possible, giving 
the note of this corporation or other written obli- 
gation, and for and on behalf of this corporation to 
execute a pledge or assignment of any or all of 
the assets of the corporation as security therefor. 
Said motion carried by the votes of Mr. Stiegler, 
My. Ferbert, Mr. Hickeox, My. Collings and Mr. 
Grill. Mr. Woodworth and Mr. Vance votes ‘‘No”’ 
thereon. 

Mr. Woodworth thereupon presented his resig- 
nation as vice-president and a director of the com- 


vs. Frank A. Garbutt, et al. 305 


pany, to take effect immediately. Mr. Vance there- 
upon presented his resignation as vice-president 
and director, to take effect immediately, and would 
not reconsider such action. Said resignations were 
thereupon duly and regularly accepted. 

Mr. E. D. Weller was thereupon duly and regu- 
larly elected vice-president of the company, to fill 
out the unexpired term of R. P. Woodworth, re- 
signed, as vice-president of the company, to serve 
until his successor shall be elected and shall qualify. 
._ Mr. Vance thereupon presented to the meeting 
the statements of Mr. J. R. Sturgeon for compen- 
sation and Mr. M. F. Haley for overtime. No action 
was taken thereon at the meeting. 

It was regularly moved by Mr. Grill and sec- 
onded by Mr. Ferbert, that the secretary of the 
company be authorized and directed to notify the 
stockholders of the company of the action of the 
board in ratifying and/or authorizing and ap- 
proving the contract of F. A. Garbutt, and to fur- 
ther notify the stockholders that the special meet- 
ing of the said stockholders called for the 24th 
day of September, 1938, had been called off by the 
board. Upon a vote being had, said motion was 
carried by the votes of Mr. Stiegler, Mr. Ferbert, 
Mr. Hickeox, Mr. Collins and Mr. Grill. Mv. Vance 
and Mr. Woodworth voted ‘‘No”’ thereon. 

No further business coming before the directors, 
the meeting thereupon adjourned. 

(Signed) W. L. GRILL 
Secretary of the Meeting 
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PLAINTIFFS’ EXHIBIT 23 
is set forth in the Complaint, as Exhibit 7 thereto, 
at page 08. 


es 


PLAINTIFFS’ EXHIBIT 24 


is set forth in the Complaint, as Exhibit 8 thereto, 
at page 60. 


PLAINTIFFS’ EXHIBIT 25 
is set, forth in the Complaint, as Exhibit 9 thereto, 
at page 62. 


PLAINTIFFS’ EXHIBIT 26 


Frank A. Garbutt 
Suite 712—411 West Seventh Street 
Los Angeles, California 


September 23, 1938 
To the Board of Directors 
Mutual Gold Corporation, 
Mr. J. E. Stiegler, President. 
Progress Report 

Your bargain with me and its purposes have been 
thoroughly discussed heretofore with a majority 
of your Board and vour attorney. I expect to in- 
terest in vour enterprise entirely satisfactory and 
responsible parties and I hope that my connection 
therewith will prove to be only a stop-gap for I 
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have no desire, at, my age, to again become actively 
interested in mining. 

I have also heretofore made it sufficiently clear 
to you that my first duty is to the owners of the 
property, whom I represent, but that this duty is 
not necessarily incompatible with a desire to pro- 
tect your stockholders. 

Time is a very essential element with vou and 
for one reason or another not necessary to go into 
here, a lot of time you could ill afford has been 
wasted. 

Early in the fall of 1987 you had reached the 
250 level and drifted into mill ore at which time 
under your contract you were obligated to build 
a suitable mill for the economical and proper mill- 
ing of the ore and to proceed without delay to 
market same. 

This you did not proceed to do. To the contrary, 
these facts were concealed from the owners while 
your manager attempted to buy out the owners at an 
unfair discount and as late as the early part, of 
February wrote to an associate as follows: 

‘<. . under the circumstances we can’t do 
anything except fire the whole crew and shut 
down or get ahold of the contract.”’ 


This was a deliberate and willful violation of 
your contract and for this and other reasons, the 
owners, when the true conditions became known 
to them, served upon you a notice of termination 
of your contract in accordance with its terms. 
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Prior to this, however, your manager still de- 
layed complying with your contract with the own- 
ers while he attempted to negotiate a contract with 
either himself or his son which looked to giving 
them control of the property upon terms which 
your directors state were wholly unsatisfactory. 

This delay extended up to the latter part of June 
and culminated at a stockholders’ meeting in Au- 
gust, 1938, at which a report by Mr. Cole was pre- 
sented to your stockholders. This report purported 
to have been made some time in June and various 
metallurgical determinations set, forth therein were 
dated June 14 and June 20th, respectively. 

These delays are further rendered inexcusable 
by the fact that your manager had received a writ- 
ten report from Mr. Keily, dated March 10, ac- 
quainting him with the true conditions at the mine 
which formed a record which also aids the owners 
in establishing a willful violation of their contract. 

However, who ever caused these delays, the ef- 
fects are the same except insofar as liability there- 
for is concerned. The time is gone and your position 
is jeopardized. 

When you entered into your contract with me 
and its ratification was delayed for one reason or 
another while your opposing factions argued their 
differences, I realized that a loss of this season would 
be fatal to you and therefore, knowing that what- 
ever the outcome a power line would be absolutely 
necessary, I guaranteed the Power Company the 
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cost of thei survey and preliminary work to the 
trifling amount of $500.00. 

On receipt of your wire of September 19th that 
my contract, had been fully authorized, I have done 
the following things: 

1. Immediately ordered the power line, paid 
$11,000 therefor and received the assurances of the. 
Company that it would be completed by October 
15th, and sooner if possible. 

2. Engaged Mr. Russell Collins, one of your di- 
rectors, to act as assistant in the field to expedite 
all work as much as possible; to keep in touch 
with your Board of Directors and obtain your ad- 
vice and to keep you informed of the progress of 
our work. 

3. I have engaged Mr. M. F. Haley, formerly in 
your employ, who was most highly recommended to 
me by Mr. Keily a few days before he died, and 
called him here in consultation. Being a practical 
mill man myself, it gives me pleasure to state I 
have found Mr. Haley to be thoroughly familiar 
with all of the details of his business and so far we 
have been in thorough agreement as to past opera- 
tions and future procedure. I have had assays made 
for him so he could inform himself as to past re- 
sults and estimate the future. We have discussed and 
listed his requirements and have ordered such things 
as required time to get and are receiving bids on 
current material and supplies, such as electric 
lamps, wiring, electric material, ete. 
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4. Have gone into the matter of tailings dis- 
posal and water pollution which appears to be a 
sticker with no possible satisfactory solution that 
does not involve future development from a dif- 
ferent shaft, in the distant future and have, I hope, 
devolved a temporary plan upon which Messrs. Col- 
lins,. Haley, Sturgeon and I can agree for the im- 
mediate present that will enable us to acquire data 
and work out a feasible plan for the future. We 
have discussed this problem at length with compe- 
tent engineers of the Western Machinery Co. and, 
after several days of figuring, they frankly admit 
their inability to solve it in a satisfactory manner. 
J have communicated with expert engineering firms 
in Salt Lake and Denver in an endeavor to find a 
solution. I am also working on a novel solution 
of my own which gives some promise. 

5. We are lining up for consideration the neces- 
sary equipment, hoist, cage, compressor, cars, jack- 
hammers, receiver, mill, ete. 

6. Metallurgical Investigations: I want to say 
in this connection that I have thoroughly studied 
Mr. Cole’s report and, while not wishing to be 
considered as criticizing it in any way for what 
it purports to be, I do not, find it either satisfactory 
or convineing. 

Briefly, his heads and values are computed in va- 
rious ways $12.60 - $13.40 - $11.20 - $15.65 - $20.30 
and $13.00 and recovery by amalgamation from 
£8.50 to $5.60. I do not say that his computations are 
not correct or justified. 
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Neither do I say that the metallurgical investi- 
gations your manager had made in Los Angeles and 
Berkeley are not correct as far as they go but to 
me they are superficial and unconvincing and I be- 
lieve it would be extremely hazardous to select and 
install a mill without further knowledge. 

I have therefore sent a 150 Ib. sample to the 
Colorado School of Mines, at Golden, whose equip- 
ment and experience are unexcelled for making 
metallurgical determinations; am consulting a lead- 
ing engineering firm of Denver; have sent two 50 
Ib. samples to John Herman, of Los Angeles, who 
is well equipped for the determinations I desire to 
make here (he has done work for me for 20 years) 
and his reputation for care and accuracy is un- 
surpassed. I am consulting with R. A. Perez & Co. 
who made some of the tests for Mr. Vance; am 
making some tests in my own laboratory, which is 
well equipped and has been in continuous operation 
for 9 years, and will take such other steps as com- 
mon prudence and these investigations dictate. 

You will be kept advised through My. Collins of 
results. 

In addition to the above and in view of your prob- 
lems I recently visited Bodie, where a friend, Mr. 
Klipstein, is operating a large mill similar in flow 
to the one we propose to install, and the Empire, at 
Grass Valley, where a friend, Mr. Nobs, who has 
known me for 20 years, is in charge of an 80 stamp 
mill and cyanide plant, ete. of 400 tons daily e¢a- 
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pacity, about such a plant as we might use, so as to 
acquaint myself with modern practice. 

I wish to assure you that as long as I am con- 
nected with the management that every stockholder, 
large or small, myself included, will receive exactly 
the same treatment. 

There will be no withholding or coloring of in- 
formation. No director, myself included, will re- 
ceive any consideration as such. We are trustees for 
the stockholders. If we sink we will sink together. 
If we profit, we will profit proportionately. There 
will be no dodging of my responsibility to any stock- 
holder of any corporation of which I am director or 
manager. 

If you should have any cause for dissatisfaction 
I trust you will immediately communicate with me 
so that we may thrash it out without delay. I also 
want the benefit of all of the advice and sugeges- 
tions that you can give me. We have a tough job 
and I want to do my part well. 

Sincerely, 
FRANK A. GARBUTT. 
FAG-C, 
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PLAINTIFFS’ EXHIBIT 27 


MUTUAL GOLD CORPORATION 
401 Fernwell Building 
Spokane, Washington 


September 26, 1938. 
To the Stockholders of 
Mutual Gold Corporation: 

In connection with the deal which the company 
has concluded with Mr. Frank A. Garbutt, you will 
find enclosed herewith copy of a report which he 
has just sent to the board of directors of the Mutual 
Gold Corporation, which is self-explanatory. 

Owing to the lateness of the season, it is impos- 
sible to purchase and install a new mill before next 
year. It appears from Mr. Garbutt’s report that 
he plans to operate the property durmeg the win- 
ter if weather conditions permit by making neces- 
sary changes so as to permit such operation. This 
should be for the best interests of the Mutual, as 
four or five months’ further development work 
should result in the blocking out, of a much larger 
body of ore. If this is the result, then it may be 
possible that Mr. Garbutt will construct a larger 
mill than his contract provides. 

There is no question in my mind or in the minds 
of the members of the board that all of the stoek- 
holders of the Mutual Gold Corporation will be 
treated fairly and squarely by My. Garbutt, and 
that their interests in the long run will have a 
ereater value than if any other offer had been ac- 
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cepted, which would have occasioned mending liti- 
gation. The writer has been advised that various 
members of the board will send out letters to the 
stockholders giving their views of the entire situa- 
tion. 

You may also rest assured that the board of di- 
rectors of the company, after a full and thorough 
consideration of the matter, did what in its judg- 
ment it deemed for the best interests of the com- 
pany. 

You will be kept informed from time to time as 
to the affairs of the company and the operation of 
the mine. 

Yours sincerely, 
J. EK. STIEGLER 
President 
JES :pb 
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October 3, 1938. 
Mutual Gold Corporation, 
Mr. J. A. Vance, General Manager, 
Vance Hotel, Seattle, Wash. 


Gentlemen: 

Under date of August 25th, 1938, our represen- 
tative, Frank A. Garbutt, served upon you a no- 
tice of termination of our contract with you as in 
said contract provided, absolute in its terms, but 
which left the door open to negotiations for a rein- 
statement if undertaken by you at, that time. 
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Instead of opening such negotiations you re- 
plied on August 29th, 1938 


“Mr. Frank A. Garbutt 
411 West Seventh Street 
Los Angeles, California. 


Dear Sir: 

A copy of your letter of August 25, 1988 to 
Mutual Gold Corporation has been received by 
me. As general manager of Mutual Gold Cor- 
poration and as a director I cannot accept can- 
eellation of the contract to purchase Log Cabin 
Mine. 

Mutual Gold Corporation has performed the 
contract on its part in every particular, and 
until now there has not been the slightest in- 
timation that its performance was not satis- 
factory to the owners. I would thank you to 
specify the matters claimed to be defaults, 
and also the points of difference to which ref- 
erence 1s made in your letter. Please promptly 
advise me. 

Very truly yours, 
J. A. VANCE 
General Manager, Mutual 
Gold Corporation.’’ 


We considered your statement not in accordance 
with the facts and, therefore, served a second no- 
tice of termination upon you in order to cure any 
possible technical defects in the previous notice. 
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Mr. Garbutt informed us that at the earnest 
solicitation of some of your directors and stock- 
holders, he attempted to find parties who would 
help you in your financing and, failing in this, that 
he told you he would find $10,000 for you with which 
to make the payment due November 1st so that you 
would have time to turn around and not be coerced 
into signing any contract unsatisfactory to you. 

He informs us also that as a result of further 
negotiations he entered into a contract with you, 
designed as a stop-gap to enable you to proceed to 
do the things your contract with us called for until 
someone else could be found to help you; also that 
in accordance therewith you have assigned to him 
your interest in your agreement with us. However, 
we find that such assignment does not conform to 
the requirements of your agreement with us and 
before we take up any negotiations looking to a 
renewal of your contract we desire that you be 
represented by a duly authorized representative in 
addition to your assignee.., 

He also stated to you, so we are informed, that 
his connection with you would have no influence 
upon whether or not we rehabilitated your con- 
tract, and this is true. 

Mr. Garbutt has approached us seeking a rein- 
statement of your contract which we have declined 
under all of the circumstances as stated by hin, 
among which are that in hope of such reinstatement 
he has expended a considerable sum of money in 
building a power line to the property and for 
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other things designed to allow an early compli- 
ance with your terminated contract with us which 
money was advanced without our knowledge and 
was necessarily at his own risk. 

Mr. Garbutt has also informed us of your own 
internal dissensions, and of the opposition in cer- 
tain quarters to him and his contract, in all of which 
we have no direct concern. 

In view of all of the circumstances we are re- 
heving Mr. Garbutt of the responsibility of repre- 
senting us and you will, in event you desire to 
communicate further, address us individually ; Chan- 
dis Securities Company, Times Building, Los An- 
geles, attention of Harry Chandler, and Alice Clark 
Ryan, 112 South Orlando Street, Los Angeles. 

We have a friendly feeling for Mv. Russell Col- 
hns through whom most of our business has been 
done and we have no desire to work a hardship 
upon your stockholders, many of whom we believe 
are in ignorance of the true conditions, but: 

We are not satisfied with the way you have evad- 
ed carrying our your contract with us nor pleased 
with your Managing Director, Mr. Vance’s unean- 
did statement to us that ‘‘you have complied with 
vour contract in every particular’’, when you well 
know this is not true and, in view of the many 
concessions we have made you in the past we are 
not pleased by your concealment from us of devel- 
opments at the mine; nor by the excuse of vour 
manager’s attorney that you had no contractual ob- 
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ligation to inform us; nor by his contention that 
our failure to take action sooner, constituted a 
waiver of the many breaches of your contract, and 
we are not, at all reassured by your internal dis- 
sensions, nor by the threats of litigation amongst 
yourselves which it appears have been extended to 
covertly include us. 

As long as this is possible or theratened, you 
may expect no consideration from us. 

If our former contract could not be enforced for 
the reasons intimated, that is sufficient reason in 
itself for our reluctance to reinstate it. 

However, we still do not desire to close the door 
against further negotiations and,’as your time is 
short, we state our position as follows: 

We consider your former contract as terminated 
and at an end. We are willing to enter imto nego- 
tiations looking toward making a new one pro- 
vided such negotiations are instituted at once and 
completed before November Ist, 1938. 

We would expect such new contract, amongst 
other things, to provide full protection for us 
against such eventualities as led up to the termina- 
tion of your former contract and against such 
threats as its termination brought forth as well 
as against happening which might impair our se- 
eurity. . 

We would be pleased to receive a statement of 
your position and your views on the subject and 
an intimation of the course you intend to pursue. 
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Also it may save time if you will designate a per- 
son to represent, you in these negotiations. 
Yours truly, 
CHANDIS SECURITIES 
COMPANY 
By HARRY CHANDLER 
President 
ALICK CLARK RYAN 
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Minutes of Special Meeting of Directors of 
Mutual Gold Corporation 

Pursuant to due waiver of notice, a special meet- 
ing of the directors of Mutual Gold Corporation, a 
corporation, was held at 610 Colman Building in 
the City of Seattle, King County, Washington, on 
Friday, the 21st of October, 1938, there being pres- 
ent Mr. Stiegler, Mr. Ferbert, Mr. Hickeox and 
Mr. Grill. Mr. Collins was absent. 

The meeting was called to order by Mr. Stiegler, 
the President, who presided. 

The following resolutions were duly introduced, 
discussed and, upon a vote being had, tmanimously 
adopted : 

Resolved, that, Mr. G. H. Ferbert and Mr. W. I. 
Grill, directors, be and they hereby are authorized 
and directed to go to California to negotiate with 
Mr. Garbutt with reference to cancellation of his 
contract, and for the negotiating with him to secure 
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the advances which he has made or may hereafter 
make as required by his contract, or negotiate for 
such other arrangements therefor as may be for 
the best interests of the company; and 

Be It Further Resolved that Mr. G. H. Ferbert 
and Mr. W. L. Grill are hereby authorized and di- 
rected to arrange, if they deem it advisable, for 
the organization of a new corporation under the 
laws of California or any other state, with a par 
value of $10,000, divided into 10,000 shares, or such 
other par value or number of shares as they night 
deem advisable, and to subscribe to said shares for 
and on behalf of the Mutual Gold Corporation. 

Resolved, that in the event such corporation is 
organized, Mr. G. H. Ferbert and Mr. W. L. Grill 
be and they hereby are authorized and directed to 
arrange for the transfer of mining claims, contract 
and machinery from Frank A. Garbutt to said 
new corporation in connection with the termination 
of the said contract with Frank A. Garbutt, if 
the same shall be terminated. 

Resolved, that Mr. G. H. Ferbert and Mr. W. I. 
Grill be and they hereby authorized to designate 
the temporary directors of such new corporation, 
if one be organized. 

Resolved, that Mr. G. H. Ferbert and Mr. W. L. 
Grill be and they hereby are authorized and directed 
to negotiate for and on behalf of this company 
with Mr. Frank A. Garbutt for the obtaining of a 
new contract, if Mr. Frank A. Garbutt is desirous 
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of entering into a new contract after the termina- 
tion of the present one, any and all of such terms 
to be wholly subject to the subsequent approval, 
confirmation and ratification of the board of di- 
rectors. 

Resolved, that Mr. G. H. Ferbert and Mr. W. I. 
Grill be and they hereby are authorized and di- 
rected to enter into negotiations for and on behalf 
of the company in connection with the existing con- 
tract of Mr. Frank A. Garbutt, and any new con- 
tract, if any, which he may desire to submit to Mu- 
tual Gold Corporation, which negotiations shall 
be completely subject to the approval, confirmation 
and ratification of the board of directors of the 
Mutual Gold Corporation. 

Resolved, that Mr. G. H. Ferbert and Mr. W. =. 
Grill be and they are hereby authorized and di- 
rected to negotiate a loan in the sum of $10,000 to 
pay for the subseription of $10,000 to the new 
company, in the event that a new company is or- 
ganized. 

Mr. Grill thereupon suggested that a director be 
appointed to fill out the unexpired term of Mr. R. 
P. Woodworth, resigned, and Mr. A. P. Bowes 
was duly nominated and, upon a vote being had, 
elected as a director of the company, to fill out the 
said unexpired term of Mr. Woodworth, and to serve 
until the next regular annual meeting of the stock- 
holders and until his successor is elected and shall 
qualify. 
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No further business coming before the directors, 
the meeting thereupon adjourned. 
W. L. GRILL 
Secretary Pro Tem 


PLAINTIFFS’ EXHIBIT 32 
is set forth in the Complaint, as Exhibit, 10 thereto, 
at page 609. 
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Minutes of Special Meeting of Directors of 
Mutual Gold Corporation 

Pursuant to due waiver of notice and consent 
thereto, a special meeting of the directors of Mu- 
tual Geld Corporation, a corporation, was held on 
Monday, the 7th dav of November, 1938, at 610 
Colman Building in the city of Seattle, King 
County, Washington, there being present Mr. J. F. 
Stiegler, Mr. F. T: Hickeox, Mr. W. L. Grill aml 
Mr. A. P. Bowes, constituting a majority™Or wim 
directors of the company. 

The meeting was ealled to order by the President, 
Mer 1 tb. Siegler. wleiresided 

Mr. Grill fully reported the results of his mert- 
ing with Mr. Garbutt in Los Angeles on October 31 
and November 1 and 2. 

Mi. Grill also reported that he and Mr. Ferbert 
had acknowledged receipt, on behalf of the Mutual 
Gold Corporation. of notice of withdrawal of the 
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company’s contract of September 2 and September 
22, 1938, with Mr. Frank A. Garbutt, and also the 
execution of an agreement with Mr. Garbutt by 
Mr. Grill and Mr. Ferbert, as directors and repre- 
sentatives of the Mutual Gold Corporation, dated 
November 1, 1938, subject to the ratification and 
approval of the board of directors. 

The following resolution was duly introduced, 
discussed and upon a vote being had, unanimously 
adopted : 

Resolved, that the execution of that certain con- 
tract read to the board, dated the first day of No- 
vember, 1938, between Mutual Gold Corporation and 
Frank A. Garputtsioned by WF. L.eGrill and G. H. 
Ferbert, as representatives and directors of the Mu- 
tual Gold Corporation, be and the same is hereby 
ratified, approved and confirmed as the contract of 
the Mutual Gold Corporation; and 

Be It Further Resolved, that if for any reason 
the signatures of the said W. L. Grill and G. H. 
Ferbert are in any way insufficient, the President 
of this corporation, J. FE. Stiegler, be and he hereby 
is authorized and directed to execute the said agree- 
ment as President of the corporation. 

The following resolution was duly introduced, 
discussed and, upon a vote being had, unanimously 
adopted: 

Resolved, that the President of this corporation 
be and he hereby is authorized and directed to exe- 
cute a conditional sale contract covering the pur- 
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chase of certain mining machinery and equipment 
with the Western Machinery Company, which con- 
tract was read to the board. 
No further business coming before the board, the 
meeting thereupon adjourned. 
W. L. GRILL 
Secretary pro tem. 
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MUTUAL GOLD CORPORATION 


401 Fernwell Building 
Spokane, Washington 


December 1, 1938. 


Mutual Gald Corporation Stockholders: 

Finelosed herewith please find Progress Report 
recently sent to the Board of Directors of Mutual 
Gold Corporation by Mr. Frank A. Garbutt. 

It is the intention of the Board to send reports 
to the stockholders frem time to time so that they 
may keep posted on the affairs of the Company. 

Very truly vours, 
MUTUAL GOLD CORPORATION 
Brow) ES te Givi 
President. 
Ene. 
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Minutes of Special Meeting of Directors of 
Mutual Gold Corporation 


Pursuant to the consent of all directors of the 
company, a special meeting of the board of direc- 
tors of Mutual Gold Corporation, a corporation, was 
held at 610 Colman Building in the city of Seattle, 
Kine County, Washington, on Monday, the 28th 
day of November, 1938, at the hour of 10 o’clock 
A. M., there being present a majority of the board 
of directors. 

The meeting was called to order by the President, 
My. J. E. Stiegler, who presided. 

The meeting considered the contracts presented 
Dre vMiearbuit aid attioiized Ma. Wb, Grilleto 
prepare a contract as nearly along the lines of the 
old contract as possible, consistent with certain ideas 
Mr. Garbutt desired incorporated in it. 

The meeting was thereupon adjourned to the 9th 
dav of December, 1938, at the hour of 10 o’clock 
a. m., to meet at 610 Colman Building, Seattle, 
Washington. 

W. L. GRILL 
Secretarv Pro Tem. 
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Minutes of Adjourned Special Meeting of Directors 
of Mutual Gold Corporation 

Pursuant to notice given at the special meeting 
of the directors of Mutual Gold Corporation held 
on the 28th day of November, 1938, which was ad- 
journed to the 9th day of December, 1938, a special 
meeting of the directors of said Mutual Gold Cor- 
poration, a corporation, was held at 610 Colman 
3uilding, Seattle, King County, Washington, on 
Friday, the 9th day of December, 1938, at the hour 
of 10 o’elock a. m., there being present a majority 
of the directors of the company. 

The meeting was ¢alled to order by Mv. Stiegler, 
the President, who presided. 

Mr. Grill stated the progress that had been made 
in connection with the making of a new contract 
with My. Garbutt; he stated that he had drawn up 
a proposed contract and sent it to My. Garbutt, who 
apparently wanted some changes in it and was 
studying’ it. 

It was duly moved, seconded and carried that 
the president and secretary of the company be 
authorized and directed to execute a request ad- 
dressed to Mr. Frank A. Garbutt, requesting him to 
advance such monies as mav be necessary to com- 
plete the pipe line, repair the mill, pay taxes, ete. 
in getting the property ready for operation, and 
that such advanees will be covered by notes as pro- 
vided in contract with Mr. Garbutt dated Novem- 
ber 1, 1938. 
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No further busmess coming before the directors 
at this time, the meeting was adjourned until De- 
cember 17, 1938, at 10 o’clock a. m. 

Secretary pro tem. 
Approved: 
J. EK. STIEGLER 
A. P. BOWES 
Directors. 


PLAINTIFFS’ EXHIBIT 39 


Minutes of Special Meeting of Directors of 
Mutual Gold Corporation 

Pursuant to notice and consent, a special meeting 
of the divectors of Mutual Gold Corporation, a cor- 
poration, was held at 610 Colman Building in the 
citv of Seattle, King County, Washington, on Sat- 
urday, the 17th dav of December, 1938, at the hour 
of 10:00 o’clock a. m., there being present at said 
meeting Messrs. J. EK. Stiegler, F. T. Hickeox, W. 
L. Grill and A. P. Bowes. 

The meeting was called to order by the President, 
Mx. Stiegler, who asked My. Grill to act as secretary 
of the meeting. 

After discussing the affairs of the company, the 
following resolution was introduced, seconded and, 
upon a vote being had, unanimously adopted: 

Whereas, this corporation has been negotiating 
for some few weeks with Mr. Frank A. Garbutt for 
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a contract along the lines of the contract made with 
him on or about September 2 and 22, 1938; and 

Whereas, the terms of such contract have been 
practically agreed upon; and 

Whereas, the form of such contract has been read 
to and studied by the board; and 

Whereas, it will be for the best interests of this 
company that said contract be entered into; now, 
therefore, 

3e It Resolved that this company enter into said 
contract with said Frank A. Garbutt, which con- 
tract has been fully read, discussed and studied by 
the boagd: and 

Be It Further Resolved, that the president and 
secretary of this corporation he and they hereby 
are authorized and directed to exeeute said contract 
for and on behalf of this compans, and to alixeine 
seal of this company thereto. 

Be It Further Resolved, that the President of this 
corporation be and he hereby is authorized and di- 
rected to deliver said contract to said Frank A. Gar- 
butt and to Log Cabin Mines Company, a corpora- 
tion. 

Mi. Tom LL. Wyekoff was thereupon dulv nom- 
inated to serve as director of the company, to fill 
out the unexpired term of Mr. J. A. Vance, resigned, 
and to serve until the next regular annual meeting 
of the stockholders of the company and until his 
suecessor shall be elected and shall qualify. Upen 
a vote, Si. Wrvekoff was unanimously elected such 


director. 
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No further business coming before the directors, 
the meeting thereupon adjourned. 
W. L. GRILL 
Secretary pro tem. 


PLAINTIFFS’ EXHIBIT 40 
is set forth in the Complaint, as Exhibit 11 thereto, 
at page 69 
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Minutes of the Fourth Meeting of the Board of 
Directors of Log Cabin Mines Company 
On January 4, 1939, at 12:00 o’clock noon, the 
fourth meeting of the board of directors of the Log 
Cabin Mines Company was held at 41] West 
Seventh Street, Los Angeles, Califomia, Room 712. 
Directors S. C. Hall, Chas. F. Hathaway, G. H. Fer- 
bert, and Russell F. Collins were present. Director 
Wilham 1. Grill was absent, but the seeretarv had 
received from him a telegram which read as follows: 
January 4, 1939 
You Have My Permission Hold Meeting Log 
Cabin Approve Contract and Other Matters im 
Connection With Contract. 
Mie aa, 


The meeting was called to erder by Mr. S.C. Hall, 


president, who stated that the purpose of the meet- 
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ing was to consider whether the corporation should 
execute a certain contract that had been prepared 
under date of December 17, 1938, in which Mutual 
Gold Corporation was the first party, Frank A. Gar- 
butt was the second party, and Log Cabin Mines 
Company was the third party. Myr. Hall further 
stated that as he understood it, the proposed con- 
tract was intended to accomplish substantially the 
results aimed at in a contract dated September 2, 
1938, and a contraet dated September 22, 1938, be- 
tween Mutual Gold Corporation as the first party 
and Frank A. Garbutt as the second party, which 
contracts had been terminated by the mutual con- 
sent of the parties thereto on or about November 
1, 1938. After extended discussion, it was, on mo- 
tion of Mr. Ferbert seconded by Mr. Collins and 
carried by the affirmative vote of all directors 
present, 

Resolved that the president and the secretary of 
this corporation be, and they are hereby, authorized, 
empowered, and directed to execute and deliver on 
sehalf of this corporation that certain contract bear- 
ing date December 17, 1938, in which Mutual Gold 
Corporation is the first party; and Frank A. Gar 
butt is the second party, and this corporation is the 
third party, which said contract has already been 
executed by the Mutual Gold Corporation. 

Mr. Collins then tendered the following written 
resignation : : 
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Mr. 8. C. Hall, President, 
Log Cabin Mines Company, 
Los Angeles, California. 


Dear Mr. Hall: 

1 hereby tender my resignation as a director 
of Log Cabin Mines Company to take effect 
immediately. 


(s) RUSSELL iy COLLINS 


On motion made by Mr. Ferbert, seconded by My. 
Hathaway, and approved by the affirmative vote of 
all directors present, the resignation was accepted. 

Mr. Ferbert then nominated Mr. A. R. Carter, 
formerly a director, to fill the vacaney on the board 
made by Mr. Collins’ resignation. Mr. Hathaway 
seconded the nomination. No other nominations be- 
ine made, the nominations were closed on motion of 
My. Hathaway, seconded by Mr. Ferbert, and ear- 
ried by the unanimous vote of all the directors 
present. The question of Mr. Carter’s election then 
being put before the board, he was unanimously 
chosen. 

There being no other matters to come before the 
meeting it was adjourned by affirmative vote of all 
directors present on motion made by Mr. Ferbert 
and seconded by Mr. Hathaway. 

CHAS, Ff) HATHAWAY 
Secretary. 


We the undersigned, being all the board of di- 
rectors of Log Cabin Mines Company at the time 
the meeting referred to in the foregoing minutes was 
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called to order, do hereby waive notice of the time 
and place of the meeting of said board held at 12:00 
o’clock noon on January 4, 1939 at 411 West Seventh 
Street, Los Angeles, Califomia, in Room 712; and 
we hereby approve the foregoing minutes of the 
proceedings had at said meeting. 
Wavedetmuaiye+, 1939" See ewe 

Dated, Jantiaty 2.1939 CHASAY. HATE AV ss 
Dated, January 4, 1939 G. H. FERBERT 

Dated, January 4,1939 RUSSELL F. COLLINS 
Dated, January 5, 19289 WILLIAM L. GRILL 


IT, the undersigned, bemg the person who was 
elected to the board of directors of Log Cabin Mines 
Company at the mecting referred to in the foregoing 
minutes, do hereby waive notice of the time and 
place of said meeting held at 12:00 o’clock noon 
on January 4, 1939 at 411 West Seventh Street, 
Los Angeles. California, in Room 712; and I do 
hereby approve the foregoing minutes of the pro- 
ceedings had at said meeting. 

Dated. January 4, 1939, 

A. C. CARTER. 
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FRANK A. GARBUTT 


Suite 712 - 411 West Seventh Street 
Los Angeles, Cal. 


To the Board of Directors, Mutual Gold 
Corporation, 
Mr. J. E. Stiegler, President. 
Progress Report 

My last report was made to you November 22, 
1938, Since then, however, vour Board of Directors 
has been kept in close touch with all operations by 
means of daily air mail letters to your President at 
Naches; vour director, Mr. Grill, at Seattle; and 
vour Director, Mr. Ferbert, at Long Beach, together 
with copies of much of the routine correspondence 
involved. 

Director Russell Collins has kept in close touch 
by personal contact, so that your Board has been 
fully informed at all times and has been consulted 
in advance of any work contemplated and their ad- 
vice sought and carefully considered. 

ie and i tim: voraeree that vour board of 
Directors are functioning one hundred per cent im 
controlling and conducting vour Company's affairs, 
being enabled to do so intelhgently by the complete- 
ness and promptness with which all information 
reaches them. 

Tt pleases me to state that the Company’s business 
as far as IT can see, is gradually getting into a bet- 
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ter and sounder condition and, although there are 
innumerable things to do to protect your titles and 
develop your property that they are being given 
proper attention as expeditiously as opportunity 
affords. 

Among other things referred to are: 

Your Relationship With the Owners. Although 
you made your last payment promptly you are still 
in default as to many material things, some of 
which, as, for example, failure to impound your 
tailings can not be corrected. While not waiving 
these vanous defaults the owners have shown a 
disposition to be lenient and, although I ean not 
euarantee it, am hopeful that we will have no 
serious trouble with such matters, this particular 
one being dependent upon what damage may occur 
to parties owning property below us. 

Titles to Your Holdings. It is important that 
some of vour claims should be patented without fur. 
ther delays. This is being studied. It is to some ex- 
tent dependent upon the weather as survey by the 
U.S. Deputy Surveyors are amongst the necessary 
steps. There are also some matters of policy to be 
considered. 

The title to vony water is going to be questioned 
and the Jegahties involved are being carefully ex- 
amined into. We have obtained copies of the briefs 
from the attornevs who tried some of the City’s 
cases who were my attorneys for over twenty years 
and the law and the facts are being briefed for our 
protection. 
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Road Development. For twenty-five years the 
operators of this property, including ourselves, have 
been wasting money in hauling over and attempting 
to maintain impossible roads and prohibitive grades. 

I am not discussing here the developing of the 
Mine itself nor the planning of a proper process nor 
the building of a suitable mill. These subjects are 
too complicated to be determined finally with our 
present knowledge. 

As you know, they are bemg studied intensively 
and work is being expedited as rapidly as business 
prudence and good judgment will permit. You are 
completely familiar with all of the considerations 
governing this but it 1s appropriate to say that I 
am not displeased with the progress made with our 
metallurgical and physical problems. 

Before a study of these matters can be completed 
it will be necessary to operate the property and 
ascertain a great many things not now known in 
order to secure the best approximate results both 
in operation and in imtial expenditure. This work 
is receiving my best attention as vou are completely 
aware. We have tied ourselves to no one engmeer- 
ine firm but are consulting the best technical and 
operating skill in the United States and in the final 
analysis will be governed by our own knowledge and 
not by any individual opnuon for, while our opera- 
tions are small, they are vital to ns and we can not 
afford to take any chances. 

Now as to details to date: 

1. Our power line, as previously reported, is 
complete, as is also another power line 1,500 feet 


336 Helen M. Sutherland, et al. 


long, with butt-treated poles to serve the four 
pumps for our tailing disposal line. 

2. A transformer of our own for electrie hght- 
ing and a lighting system have heen installed to re- 
place the inadequate and expensive contraption we 
had. 

3. We have completed the installation of a tail- 
ines line about 2600 feet long to the Federal Site 
and built a dam there; thus affording a safe place 
for the disposal of our tailings and insuring a 
future compliance with this provision of our con- 
tract. While this operation will be temporarily 
troublesome and expensive it 1s the only possible 
procedure that is entirely safe that is open to us 
under present conditions. 

+, The 2,800-foot, 8-inch pipe line from the drain 
tunnel to “‘the sink”’ for the disposal of our ‘‘red”’ 
mine water has been completed and insofar as pos- 
sible. protected. Its upper end is 16-inch. Mr. Stur- 
geon came well within his estimate on the cost of 
this installation. 

5. Considerable trenching has been completed on 
the hill side to protect the dramage tunnel from 
continued damage by surface water and, in Mr. 
Collins’ opinion, to minimize the chanee of lability 
from the nnimpounded tailings. IT have no worth- 
while opmion on this. 

6. The installation of the electric hoist is com- 
pleted and my adviee is that it is operating satis- 
Peco iailne, 

7. The cage is also operating satisfactorily in 
the shaft. 
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8. New mine cars are on hand. 

9, The compressor is complete. 

10. We are placing the one-inch compressed air 
line throughout the mine with 2-inch galvanized 
pipe. 

11. The old stamp mill has been completely 
overhauled. It is ready to run. IT expect trouble with 
it, especially its ore elevating system which was so 
impossible before. 

Tf this mill stands up, I have a plan for utilizing 
it for secondary erushing in the future which will 
salvage a part of its cost, in which case it will be 
further remodeled in the spring. Nothing but a trial 
can determine this. 

12. Compressor and Hoist house is complete. 

13. Featers, as before reported, are installed. 

14. Ail payrolls have, of course, been met 
promptly. 

15. An intensive study of our metallurgical and 
operating problems has been and is being made and 
IT am pleased to report substantial progress and the 
accumulation of much reliable information. 

16. Preliminary surveys have been made by 
competent engineers of new roads, and their feasi- 
bility at a reasonable cost is assured. The constrne- 
tion, however, must await spring and the thawme 
of the ground. Possibly $2,500 or $3,000 will cover 
this cost. 

17. We have been favored so far by a very open 
winter. We can not haul in the davtime but ean 
haul at night when the ground is frozen. 
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18. Last week we put about 60,000 feet of mine 
timbers on the hill. 

19. New jack hammers have been bought and 
received. 

20. I have bought and delivered to the mine sup- 
ples consisting of fuel oil, coal, carbide, steel, track, 
provisions, divills, explosives, equipment, ete., and 
barring accidents and after the usual adjustments 
we are ready to run and I am very much in hope 
we will be able to 1un throughout the winter. In 
fact, I expect it. This will enable us to gain mueh 
needed information. 

We have spent $50,253.87 to date and I do not 
beheve $500 of this has been wasted. On the other 
hand I have saved the Company more than ten times 
this amount that I know of by close personal at- 
tention to detail. Of this amount $10,000 was for 
your payment to the owners; $11,000 for payment 
for your major power line; $7,220.72 for consumable 
supplies for winter operations, and $14,274.87 for 
equipment such as compressor, hoist, pipe lines, 
auxihary power line, mill motors, lighting plant, 
mine cars, new jackhammers, electric wiring, ete. 

In concluding allow me to thank you gentlemen 
for your splendid cooperation and understanding. 
Your suggestions and advice have been timely and 
excellent and it 1s a pleasure to work with people 
whe are familiar with the situation and who do not 
think that all vou have to do is to buy something 
called a mill and start paving dividends. 
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The landseape is dotted with that kind of mills 
that never earn a dividend. 

I wish you could find some way of acquainting 
your stockholders with the conditions, what you 
hare accomplished and what you have gone through 
in the past for their sake. A few words on paper 
eannot begin to tell this story. 

The devotion of Russell Collins to the interests 
of the Mutual is touching in the extreme. I know 
that he has gone hungry and cold in his endeavors 
to pull them out of the hole they had, through no 
fault of his, gotten into. 

Your President and also Director Ferbert have 
shown a willingness to sacrifice not only their time 
but also their money to benefit the stockholders and 
this, may I state, is in such marked contrast to the 
usual corporation director who is generally con- 
cerned only in protecting his own interests that it 
has furnished the inspiration and the incentive to 
me to carry on at a time when the association prom- 
ised to become an unpleasant one. 

Nor ean JI close without paying tribute to the 
faithful cooperation of our men at the mine and 
especially our underground man, My. Sturgeon, and 
our mill man, Mr. Haley. They have worked hard 
and faithfully for the Company and it is due to 
their devoted efforts that we are able to run this 
winter. 

For example, our eight-inch pipe line was finished, 
well under Mr. Sturgeon’s estimate of cost, on a day 
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when six inches of snow was blown off of the moun- 
tain by a howling blizzard. 

They have given me at all times faithful coopera- 
tion even when perhaps they did not agree with 
what I was doing and I can depend on them to voice 
their independent opinions and then do their best to 
prove that they were wrong if IL over-rule them. 
More than this, no manager can ask of any head 
of a department. 

We all know the irreparable loss that the death 
of Mr. IXeily was to the enterprise and to all of us. 

While he had not been with me for several vears 
on account of my retirement from mining, he has 
been in my emplov without missmg a pay day for 
1714 vears during which time he never received less 
than $300 per month and expenses. 

Mr. Keily was a mining engineer of musual ahil- 
ity in addition to being a practical miner and it was 
with a heavy heart that I consented to go on with 
vou when he passed away for I had no hallueina- 
tions about the trouble and detail involved. 

That with your cooperation this work bids fair to 
become more of a pleasure than a burden is the 
highest compliment I can pay you and I am en- 
deavoring to so arrange vour affairs that if anything 
happens to me that you would not be adversely 
atfected. 

In conclusion, may I sum up by saying that with 
economical and disinterested management and by 
Waulding up an efficient and loval organization we 
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have a fair chance of suecess. You may depend 
upon my best endeavors. 

I have heard of efforts being made by unknown 
parties to buy stock cheap. I wish you could find 
some way to advise your stockholders to hold on to 
their stock. My interests are not for sale. 

Sincerely, 
FRANK A. GARBUTT. 
FAG-C. 


PLAINTIFFS’ EXHIBIT 48 
Mutual Gold Corporation 
401 Fernwell Building 
Spokane, Washington 
January 14, 1939 


To the Stockholders of Mutual Gold Corporation: 

‘You will find enclosed herewith notice of Annual 
Meeting of the stockholders of the company, to be 
held on the date fixed by the by-laws. 

You will also find enclosed herewith latest prog- 
ress report of Mr. Frank A. Garbutt. You will note 
from this that Mr. Garbutt has expended $50,253.87, 
up to January 8, all of which expenditures were 
necessary before the property could be put in opera- 
tion. 

The drain tunnel to the smk and the installation 
of the tailings line were necessary to keep the water 
and the tailings out of the creek which runs through 
Mrs. Cunningham’s property. An effort was made 
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by Mr. Garbutt to make a satisfactory arrangement 
with Mis. Cunningham to use the creek for water 
and tailings disposal, but without success. During 
a period of prior management a disposal line from 
the mouth of the drain tunnel to the sink was con- 
structed at a considerable expense, but it was not 
properly constructed, thus necessitating a new in- 
stallation. The new installation is now constructed 
at a proper grade and should cause no further 
trouble to the company. 

The mine was ready to commence operations sev- 
eral days ago, but at the last minute it was found 
that the water pipe leading to the property was 
frozen at some point and the getting of this line 
in operation occasioned some delay. However, the 
mill began operating on January 12, 1939. 

Mr. Garbutt has kept the directors fully informed 
of what is transpiring at the property, and has out- 
lined to them from time to time for their approval 
the work which he is undertaking. This is some- 
thing which has never occurred before. M1. Garbutt 
is also making a study of the ore and the property, 
so as to determine the proper equipment for obtain- 
ing the best recoveries from the ore. He is doing 
this in a very thorough manner and I have no doubt 
that when he finally recommends what equipment 
should be placed upon the property for this pur- 
pose, it will be successful. 

It has been a real pleasure to the writer, and I 
feel also to the board, to have a man in charge of 
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the operation who not only knows what he is dome, 
but who does not hesitate to do it when he finds out 
what should be done. Mr. Garbutt realizes better 
than anyone else that the property will have to have 
the most economical kind of operation to be success- 
ful, and you may rest assured that it will have just 
that kind of operation. He was severely handicapped 
owing to the shortness of time which he had to 
attempt to get the property in operation this year. 
I may also frankly say in this connection that I 
doubt very much if we could have found another 
person in the United States as well qualified in 
every respect to handle this property. 

As you are doubtless aware, a number of months 
this year were lost, during which the board was 
considering the offer of the Vance interests and 
the one made by Mi. Garbutt. After long delay and 
much opposition, the board finally concluded that 
it would be for the best interests of all the stock- 
holders to accept Mr. Garbutt’s offer, which was 
reduced to a contract. This contract was more than 
lived up to by Mr. Garbutt. For various reasons, 
however, he desired to terminate the contract and 
a new one has been prepared which has met the ap- 
proval of the board but has not yet been executed 
and delivered to the company by Ma. Garbutt. We 
should have some word on it before the stockhold- 
ers’ meeting. 

The company has a serious controversy with M1. 
Vance. When the deal with My. Garbutt was closed, 
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M1. Vance insisted upon the immediate payment of 
the production notes, as well as certain advances 
which he claims to have made on the company’s 
behalf. Of course it was impossible to make any 
unmediate settlement. He later modified his de- 
mands and insisted upon said advances being repaid 
within one year and the production notes at a later 
date. No settlement could be made along this line 
until the company knew when it nught have suffi- 
cient resources to take care of any settlement which 
it night make. If such a settlement were made and 
the company unable to meet the obligations when 
they fell due, then the interests of the stockholders 
would be completely wiped out, and this is what the 
directors are desirous of avoiding. Whenever Mr. 
Vance is willmg to make an arrangement which will 
not jeopardize the interests of the stockholders, the 
present board of directors will meet him more than 
half way. 

You will find enclosed herewith a proxy, which is 
self-explanatory. If you desire to continue the pres- 
ent management of the company’s affairs and the 
present board, which has and will work fox the best 
interests of all of the stockholders, kindly sign the 
enclosed proxy and return to the office of the com- 
pany. Lf, on the other hand, you feel that the pres- 
ent board has not worked unselfishly and for your 
best interests, do not hesitate to vote for anyone you 
desire, because we are all working fox one end, and 
that 1s to make the property and the company a 
Success. 
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You may be informed prior to the stockholders’ 
meeting that many things may occur detrimental to 
your interests because of the arrangement made 
with Myr. Garbutt. In this connection please bear in 
mind that certain statements were made to some of 
you at the time the contract was first entered into 
as to what would happen if the contract was made. 
Certainly none of these things has happened and 
you are now in a position to judge performance 
against any assertions of what may occur in the 
future. 

It is the writer’s personal opinion, in conclusion, 
that the stockholders will be nghly satisfied with 
Mr. Garbutt’s operation during the conung year 
and that they may expect a fair and square deal 
from him. 

Yours sincerely, 
MUTUAL GOLD CORPORATION, 
By Eh. STEGER. 
President. 


PLAINTIFFS’ EXHIBIT 44 

MINUTES OF THE FIFTH MEETING OF 
THE BOARD OF DIRECTORS OF LOG 

CABIN MINES COMPANY 
On March 6, 1939, at 11:00 o'clock a. m., the fifth 
meeting of the board of directors of the Log Cabin 
Mines Company was held at 411 West Seventh 
Street, Los Angeles, California, Room 712, Direc- 
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tors 8S. C. Hall, Charles F. Hathaway, G. H. Fer- 
bert, and A. R. Carter were present. Director Wil- 
ham L. Grill was absent. 

The meeting was called to order by 8. C. Hall, 
president, who stated that the purpose of the meet- 
ing was to determine whether to exercise the option 
the corporation had to purchase the Clark-Ryan- 
Collins contract of July 18, 1932, now held by the 
Mutual Gold Mining Corporation, together with the 
other property of said Mutual Gold Mining Cor- 
poration, all of which, pursuant to the terms of the 
contract of December 17, 1938, executed by the 
Mutual Gold Corporation, Mr. Frank A. Garbutt, 
and this corporation, had been transferred to My. 
Garbutt as trustee. After discussion, the following 
resolution was proposed by My. Carter, seconded 
by Mr. Hathaway, and adopted unanimously: 

‘‘Resolved that the president and the secretary 
of this corporation be, and they are hereby, author- 
ized, empowered and directed to exercise the option 
given in that contract dated December 17, 1938 
executed by Mutual Gold Corporation, Frank A. 
Garbutt, and this corporation, to purchase for the 
sui of $10.00 the following properties: 

a. All the personal property belonging to Mutual 
Gold Corporation and located at the Log Cabin 
Mines in Mono County, near Leevining, California, 
which property is described in a bill of sale given 
by Mutual Gold Corporation to Frank A. Garbutt 
under date of September 22, 1938 and recorded on 
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November 7, 1938 in Book 14, at page 322, Official 
Records of said Mono County. 

b. All the real property interest, if any, belong- 
ing to said Mutual Gold Corporation in Mono 
County, Cahfornia, which interest is described in 
that certain mining deed given by said Mutual Gold 
Corporation to Frank A. Garbutt under date of 
September 21, 1938 and recorded on November 7, 
1935 in Book 14, at page 321, Official Records of 
said AMlono County. 

ce. That contract dated July 18, 1982 (and the 
modifications thereof) to sell the Log Cabin group 
of mines near Leevining in said Mono County, 
which contract was executed by M. N. Clark, Alice 
Clark Ryan, and Chandis Securities Company as 
vendors and by Russell F. Collings and Ben L. Col- 
lins as vendees, and was heretofore sold and as- 
signed by said Russell F. Collins and Ben L. Collins 
to said Mutual Gold Corporation. 

Mr. Hall then called attention to the fact that the 
escrow ordered by the Commissioner of Corpora- 
tions had not been terminated, and suggested that 
it might be well while the board was in session to 
adopt a resolution authorizing the officers to make 
application to the commissioner for termination of 
said escrow at the proper time. On motion of Mr. 
Hathaway, seconded by Mr. Ferbert, the following 
resolution was unanimously adopted: 

Resolved that the president and the secretary of 
this corporation be, and they are hereby authorized, 
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empowered, and directed to make application, at 
such time as in their discretion may seem proper, to 
the Commissioner of Corporations for the State of 
California to terminate the escrow which, in the 
permit granted by him to this corporation on Octo- 
ber 21, 1938 to sell stock, he ordered to be opened. 
There being no further matters to come before 
the meeting, it was adjourned by the affirmative 
vote of all directors present on motion made by Mn. 
Carter and seconded by Mr. Hathaway. 
CHAS. F. HATHAWAY 
Secretary 


We, the undersigned, being all the board of direc- 
tors of Log Cabin Mines Company at the time the 
meeting referved to in the foregoing meeting was 
held, do hereby waive notice of the time and place 
of said meeting; and we hereby approve the fore- 
going minutes of the proceedings had at said meet- 
ing. 

Dated, March 6, 1939 

S. C. HALL 
Dated, March 6, 1939 

CHAS. F. HATHAWAY 
Dated, March 6, 1939 

G. H. FERBERT 


Dated, March 6, 1939 

A. R. CARTER 
Dated, March 7, 1939 

WILLIAM L. GRILL 
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is set forth in the Complaint, as Exhibit 12 thereto, 
at page 84. 
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is set forth in the Complaint, as Exhibit 13 thereto, 
at page 88. 
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is set forth in the Complaint, as Exhibit 14 thereto, 
at page 92. 


Mr. Anderson: That is Plaintiffs’ Exhibit 51. 

I offer in evidence mining deed dated August 9, 
1939, from Mutual Gold Corporation to Log Cabin 
Mines Company, [50] covering the so-called omitted 
mining claims. 

The Clerk: 582. 

Mr. Anderson: It is 


PLAINTIFFS’ EXHIBIT 52. [51] 
set forth im the complaint as Kxlibit 15 thereto, 
at page 94. 
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PLAINTIFFS’ EXHIBIT 60 


SCHEDULE OF DIRECTORS AND OFFICERS 
OF LOG CABIN MINES COMPANY 


N. B. Red ink underlining indicates directors or 
officers who were at the same time directors or 
officers of Mutual Gold Corporation. ) 

[Printer’s Note: Red ink underlining is indicated 
by italics. | 


Meeting of October 19, 1938: 

Directors: 
Charles F. Hathaway 
8. C. Hall 
A. Ik, Carter 
George H. Blake 
Frederick J. Ott 

Officers (elected at this meeting) : 
President—S8. C. Hall 
Vice president—Charles I. Hathaway 
Secretary-Treasurer—A. Rh. Carter 
Ass’t Secretary—George H. Blake 
Ass’t Treasurer—lFrederick J. Ott 


Meeting of October 26, 19388: 
Directors: 
Same as on October 19, 1938 
Officers : 
Same as on October 19, 1938 
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Meeting of November 2, 1938: 
Directors: 
Charles F. Hathaway 
S. C. Hall 
A. R. Carter (resigned at this meeting) 
Russell I’. Collins (elected in place of 
Carter) 
George H. Blake (resigned at this meeting 
William J. Grill (elected m place of 
Blake) 
— Frederick J. Ott (vesigned at this meeting) 
G. I. Ferbert (elected in place of Ott) 
Officers : 
President—S. C. Hall 
Vice president—Charles F. Hathaway (ve- 
signed at this meeting) 
Secretary-Treasurer—A. R. Carter (re- 
signed at this meeting) 
Charles F. Hathaway (elected in place 
of Carter) 
Ass’t Secretary—George H. Blake (re 
signed at this meeting) 
William L. Grill (elected in place of 
Blake) 
Ass’t Treasurer—lFrederick J. Ott (re- 


signed at this meeting ) 
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Meeting of January 4, 1939: 
Divectors: 
Charles Ff. Hathaway 
S.C. tall 
G. HH. Ferbert 
Russell I’. Collins (vesigned at this meet- 
ing) 
A. R. Carter (elected in place of Collins) 
William L. Grill 
Officers : 
President—S8. C. Hall 
Viee president—Vacant 
Secretary-Treasurer—Charles F. Hatha- 
way 
Asst Secretary—William L. Grill 
Ass’t Treasurer— Vacant 


Meeting of March 6, 1939: 

Dixectors: 
Charles F. Hathaway 
S. C. Hall 
G. H. Ferbert 
A. R. Carter 
Wiliam LD. Grill 

Officers : 
Saine as on January 4, 1959. 
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Meeting of April 18, 1939: 

Directors: 
Charles F. Hathaway 
S. C. Hall 
G. H, Ferbert 
A. R. Carter 
William L. Grill (vesigned at this meeting 

—vacancy not filled) 

Officers : 

Same as on January 4, 1939. 


Meeting of April 17, 1939: 
Directors: 
Same as on April 13, 19389. 
Officers : 
Same as on January 4, 1939. 


Meeting of April 27, 1939: 

Directors: 
Charles F. Hathaway 
S. C. Hall 
A. R. Carter 
G. H. Ferbert (vesigned at this meeting— 

vacancy not filled) 

Officers: 

Same as on January 4, 1939 


Meeting of May 26, 1939: 
Directors: 
Charles F. Hathaway 
S. C. Hall 
A, R. Carter 
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Officers : 
Same as on January 4, 1939, 


Meeting of August 23, 1939: 
Directors: 
Charles F. Hathaway 
S. C. Hall 
A. R. Carter 
Frederick J. Ott (elected at this meeting 
Officers : 
Same as on January 4, 1939. 


Meeting of October 20, 1939: 
Directors: 
Charles F. Hathaway 
S. C. Hall 
A. R. Carter 
Frederick J. Ott 
Frank A. Garbutt (elected at this meeting) 
Officers: 
Same as on January 4, 1939, 


Meeting of January 15, 1940: 


Directors: 
Charles F. Hathaway 
S. C. Hall 


A. R. Carter (resigned at this meeting) 
Frederick J. Ott (vesigned at this meeting) 
Frank A. Garbutt 

William L. Grill (elected at this meet- 

ing) 
G. H. Ferbert (elected at this meeting) 
Officers : 

Same as on January 4, 1939, 
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PLAINTIFFS’ EXHIBIT 62 


Frank A. Garbutt 
Suite 712—411 West Seventh Street 
Los Angeles, California 
Nov. 5, 1938. 

Mr. M. F. Haley, 
Log Cabin Mine, 
Leevining, Cal. 

Dear Mr. Haley: 

J have your letter of November J, enclosing the 
two orders, signed by you and Myr. Sturgeon, for 
which | thank you. 

It is not always possible or even desirable to 
explain to you why I give a positive order. When 
I do so you may be certain that I-had a good and 
sufficient reason therefor and that I want it obeyed. 

In this case I do not blame you for not under- 
standing the matter but there are certain legal sig- 
nificances connected therewith that there is no 
reason why I should explain. 

I will say this much, however, that at the time 
I issued this order I was carrying on these opera- 
tions in my own name and that to have done other- 
wise would have made me liable for any damage 
the Mutual might have caused in the past or may 
cause in the future, an obligation which I would not 
undertake. 

In addition to the above, in my opinion and in 
the opinion of the Mutual’s attorney, such action 
not only protected me but did not weaken their 
position. 
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This is more, I believe, than I should say under 
the circumstances but I want to lessen some of your 
fears. 

I have turned the property back to the Mutual 
and it is free to do what it sees fit. 

Sincerely, 
FRANK A. GARBUTT. 
FAG-C. 


Myr. Anderson: If your Honor please, I desire to 
read the testimony of Robert J. Cole who signed 
the report just introduced in evidence as Plaintiffs’ 
Exhibit 64, which testimony was given in the [69] 
case heretofore referred to: Vanee, et al. v. Mutual 
Gold Corporation, and Vance vs. Mutual Gold Cor- 
poration. 

The Court: May I ask the purpose? 

Mr. Anderson: ‘he purpose of this is to supple- 
ment and sustain this report, this report being an 
exhibit in this case; and also to show evidence as 
to the values of this property. We have alleged 
that we—— 

The Court: Do counsel stipulate? Is that part 
of the stipulation that the witnesses’ testimony in 
the Washington case may be read here the same as 
1f they were present ? 

Mr. Hinckle: Yes, your Honor, 

Mr. Anderson: That was covered in the stipula- 
tion that I addressed to your Honor this morning. 

The Cowt: J just wondered. 

Mi. Anderson: (Reading) 
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“ROBERT J. COLE, 


called as a witness on behalf of the plaintiffs, being 
first duly sworn, testified as follows:’’ [70] 

' Mr. Moore: Q. You explained certain ores were 
developed, that is, certain reserves had been ex- 
posed ? A. Yes. 

Q. And you testified as to the amount of those 
reserves, didn’t you? Ae Itiink T did. 

Q. In your opinion as a mining engineer and 
experience you have related you have had, state 
whether or not, in your judgment, those reserves 
could have been milled and the ore extracted at a 
profit with the equipment then at the mine? 

A. With the equipment then at the mine I doubt 
whether they could have been treated at a profit. 

[106-7] 
Cross Examination 
By My. Heil: [108] 

Q. As I understand your testimony, you do not 
recommend the continuation of the operation of that 
property with the mill that was there? A. No. 

Q. And in order to operate it profitably would 
you say that an expenditure of between $100,000 
and $150,000 might be required ? 

A. It could have been that much, depending on 
conditions, as to how you wanted to spend your 
money. 

Q. It would depend on whether you bought new 
or used equipment? [112] 
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RUSSELL F, COLLINS, 


called as a witness on behalf of plaintiffs, being first 
duly sworn, was examined and testified as follows: 
The Clerk: Will you state your name? 
A. Russell F. Collins. 


Direct Examination [137] 

Q. You are familiar with the contract of Sep- 
tember 2, 1938 involved in this lawsuit, are you not? 

A. I think so; yes. 

Q. Were you present when it was signed? 

A. 1938. Well, my recollection is that I was 
_ present when it was signed. 

Q. Where was it signed? 

A, Ay memory don’t carry me back to the exact 
location or place where it was signed, now, ALr. Abel. 


Q. Were you present—you are familar with 

A. Let me get that date straight. Hold on. That 
is in September, 1938? 

Q. September 2, 1938. 

The Court: That is the first contract involved. 

Mr. Abel: The first contract involved in this 
lawsuit. 

A. I thmk it was in Mr. Garbutt’s office, if I 
am not mistaken. 

Q. Who was present at that time? 

A. Now, I don’t 

Q. If that was the place? 

A. I couldn't be positive, but my recollection is 
that Mr. Giill and Mr. Ferbert, I think, and I be- 
heve Mr. Stiegler. I am not sure but there were 
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(Testimony of Russell F. Collins.) - 

some others—and [138] I think My». Garbutt. I am 
not sure whether Mr. Garbutt was there or not. I 
would not be sure as to that. 

Q. Are you familar with the duplicate contract 
of September 22, 1938, being a duplicate of the 
contract of September 2, 1938? 

A. A duplicate or a supplement or supplemen- 
tary 


Q. It was the same contract bearing a later date, 
was it not? A. Well, it probably was. 

Q@. Were you present when that instrument was 
signed ? 

A. Now I wouldn’t be sure as to that. I went to 
the mine and I wouldn’t be mght sure as to that 
second date referred to. 

Q. You went to the mme from what place? 

A. From Los Angeles. 

Q. When did you enter the service of the de- 
fendant Garbutt in connection with the matter under 
consideration here? A. Well,—— [1389] 

Q. By My. Abel: I am speaking of your initial 
service. 

A. Well, there was a transition period there in 
which Mr. Garbutt was, I would say, a trustee or 
acting in the capacity of a trusteeship, and I was 
not out of the employ, as I understood it at least, of 
the Mutual Gold interests at any time. 

Q. You are shown a check for $50 bearing the 
signature ‘‘Frank A. Garbutt’’, dated September 


360 Helen M. Sutherland, et al. 


(Testimony of Russell F. Collins.) 
27, 1938. Do you identify that as a eheck that you 
received from him about that date? 

A. That bears my signature and I am sure that 
is a check that I received from him. Yes. 

Q. When did you receive it? 

A. Well, my recollection is that I didn’t have 
money to go to Leevining and so Mir. Garbutt was 
advised of that and gave me a check to bear my 
expenses. 1 had alveady spent all the money that I 
could raise from the other sources. 

Q. Just be responsive. A. All right. 

Q. I am just trying to find out when you re- 
ceived it. A. All right. 

Q. Do you recall the circumstances under which 
you [140] received it? 

A. Well, that is my recollection of it, that I was 
needing some money to go to the mine. That is my 
recollection, that I used that check in paying my 
expenses from here to Leevining and after 1 got 
there for a while. 

Q. Then, the issuance of that check to you and 
your collection of that amount, $50, preceded your 
employment by Ma. Garbutt in connection with this 
nuning property ? 

A. Well, if you mean to say that that was prior 
to the final taking over by the Log Cabin; yes. 

Q. No. It was before you had rendered any ser- 
vice for Mia. Garbutt that this $50 was paid you? 
That 1s the point that I inquire about. 


us. Frank A. Garbutt, et al. 361 


(Testimony of Russell F. Collins.) 

A. Well, I wasn’t—I was not considering myself 
in the position of his employee necessarily. I was 
more looking after the Mutual Gold and I had no 
money to go ahead on. 

Q. Are you now able to state the date that you 
were first employed by the defendant Garbutt to 
render any service in connection with this miming 
property ? 

A. I eouldn’t tell you the exact date; no. 

Q. You would not say that it was before or after 
September 27th 7 

A, No; I wouldn’t. No; I wouldn't. 

Q. Could it have been as much as a month 
earlier? 

A. Well, 1 think not, because [ think I was on 
a contract for myself, hauling supphes to the camp 
at that time. [141] 

Q. At what time? A. At prior to that time. 

Q. What time were vou hauling supphes before 
that time? 

A. Well, I hauled the pipe, the long 2200 feet 
of pipe on a contract. 

Q. When, when? 

A. For the Mutual Gold, and that may be one 
of the part payments on that. [ wouldn't be sure 
about that. I hauled them—it was in the fall of 
1938. 

Q. Do you then testify that this $50 payment 
had connection with the hauling of pipe? 

A. I didn’t say that. 
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Q. Well, but what do you say? 

A. I said I was not sure; that it may be. I re- 
member Mr. Garbutt paid us for hauling this pipe 
on the contract, and that $50 might be a part of 
that. I wouldn’t be sure. 

Q. I show you now another paper—and let me 
say that these were produced at our request by 
Mr. Garbutt’s attorney—I show you a paper dated 
November 21, 1938. Please state whether that re- 
freshes your recollection about the hauling of pipe 
as having occurred long after September 27th. 

A. Who signed this? I don’t see anything about 
who signed it. ‘*I gave Myr. Collins $50”’ 

Q. ‘*55’’ this refers to. 

A. That is what it says ‘#55 last night on ac- 
count of the hauling he is doing for us. I got $25 
of it from Mr. Garbutt’’—— [142] 

Q. ‘From Miss Garbutt.”’ 

A. ‘‘From Miss Garbutt and the balance was my 


cash. I have to give her back her $25 and I ought 
to have about $10 in cash to put in my pocket.’’ 

Q. “T. H. E.” that would be Mi. Garbutt*s—— 

A. <As 1 remember that now 

Q, No. Justea minute, Br. Collins. I dont wwe 
to be unfair to you and make you testify to the 
correctness of some other person’s memorandum; 
but by looking at this memorandum does it refresh 
your recollection about when vou hauled, about 
when vou did the hauling? 
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A. Yes; I am sure that it does. That is in Sep- 
tember, about—— 

Q. This bears date November 21 and ealls at- 
tention to another check ‘*16,812’’. I don’t know 
whether that is here or not. 

A. That is possible, or that is a part—as I re- 
member, there was no bank open on that day. It 
was a Sunday and i was to leave town, and I am 
not sure that that was the second trip to Leevining 
or the third trip. 

Q. Iam only interested now in two things, dates 
and the hauling. Do you still think that the hauling 
that you did was in September ox earlier which may 
account for the $50 payment to you? 

A. I 1emember very well that I was afraid the 
snow would come and maybe block the road before 
we could get this pipe [143] in and up the moun- 
tain. I remember that very definitely and I wouldn't 
positively say whether it was earlier. I remember 
it was bitterly cold. We slept out one night on the 
Ridge and it was pretty cold. 

Q. Without gomeg into too much detail, I am 
only interested in who you did that hauling for, 
whether it was for Mr. Garbutt or whether it was 
for Mutual? 

A. Well, I would say that that was for Mutual 
Gold. 

Q. <As late as November, then, you were hauling 
for Mutual Gold, were you? 
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A. Well, under that set-up; yes. 

Q. Under that set-up? 

A. ‘That is my understanding; yes. 

Q. Who did you have that understanding with? 

A. Well, I was actmeg as a contractor and Mr. 
Garbutt had ordered the pipe and I took a contract 
to haul it. 

Q. Well, when we find the date Ma. Garbutt 
ordered the pipe, it was after that vou took the 
contract to haul it, was it, and weve you paid for it? 

A. Well, I guess it was after he had ordered it 
I took the contract on it. 

Q. You are now shown a yellow sheet, being the 
third sheet here. Did that ever come to your atten- 
tion before? 

A. Well, that is September 30, 1938. 

Q. Did you cause that payroll sheet to be pre- 
pared? 

A. I don’t remember ever having caused it to be 
prepared; [144] no. 

Q. Well, do you identify that as showing money 
that you received from Mi. Garbutt for services im 
September? 

A. Well, that could easily be. As I say 

Q. Did you receive a check of $19.25 for ser- 


vices in September for five days’ work? 

A. I don’t remember. I might have. It might 
have been the time—— 

Q. Anyway, that $19.25 was not embraced in the 
$50? A. No; I don’t think so. No. 
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Q. So, then, is it fair to state that you received 
two checks from Mr. Garbutt for services, the re- 
ceipt of which was in September, irrespective of 
when the services were performed, one September 
27th, $50, and one $19.25, paid October 6th, for 
wages in September? 

A. Well, that could easily be; yes. 

Q. And are you now prepared to concede that 
the hauling of the pipe was at a later date? 

A. Well, it might have been. As I say, 1 remem- 
ber the fear that the winter would close the road 
on us, and I knew we couldn’t operate unless we 
got that pipe in and laid down. [145] 

Q. By Mx. Abel: You are now shown page five 
of the bill of particulars in this case and your at- 
tention is directed to several items, all except the 
one ‘‘miscellaneous expenses $150.’’ Please state 
whether or not on or about, the day or the days 
shown in the memorandum you received from Mr. 
Garbutt the amounts specified opposite each date. 

Myr. Hinckle: We will stipulate that he did. 

Mr. Abel: Yes, thank you. I won’t bother you 
any more. 

The Witness: That is all right. 

Q@. How long were you in the employ of Mr. 
Garbutt while you recognized him as trustee for 
Mutual Gold Corporation ? 

A. Well, I will say from the time I finished 
the haul and after going to Leevining up until the 
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time the final transfers were made of the Mutual 
Gold to Log Cabin, and the taking over by the 
Log Cabin of their interests. That is the [146] time 
I was— 

Q. Do you know what date that was? 

A. I don’t remember the exact date; no. 

Q. At the time you received the check for $50 
you were a director of Mutual Gold Corporation, 
were you not? A. I think I was. 

Q. You know it, don’t, you? 

A. Well, yes. 

Q. You know you were? A. Yes. 

Q. And upon the organization of Log Cabin 
Mines Company, which was on or about October 
18, 1938, you at some later date became director of 
that company, too, did you not? 

A. Yes; that is my recollection of it, sir. 

Q. You were a director of the two companies 
at, the same time for a while? 

A. I think that is correct. 

@. While you were a director of the two com- 
panies and while you were upon Mr. Garbutt’s 
payroll, whether he was trustee or otherwise, the 
contract of December 17, 1938 was made, was it not ? 

A. Well, will you bring that out, a little more 
clearly? As I understand it you are referring to 
this as Mr. Garbutt as trustee? 

Q. I do not want to bind you that he was 
trustee. A. Yes. [147] 
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Q. You brought it up yourself. 

A. All right; that is fair. 

Q. I merely clarify that slightly. 

A. All right; that is correct. 

Q. Anyway, you were a director in both com- 
panies at the time the December 17, 1938 contract 
was made. 

Mr. Hinckle: I think the minute record shows 
that, Mr. Abel. 

Mr. Abel: Yes; it does show that. 

Q. Who negotiated that contract for Mutual 
Gold Corporation? 

A. Which one are you referring to? 

Q. The contract of December 17, 1938. 

A. December 17, 1938. 

Q. Who negotiated it for Mutual Gold Corpora- 
tion? 

A. Well, for Mutual Gold I was very much ac- 
tive, I know, in trying to get the contract signed 
and agreed upon. 


Cross Examination 
Q. By Mr. Hinckle: Mr. Collins, was any of 
this money that was paid to you by Mr. Garbutt 
paid to you in order to get you to induce the Mu- 
tual Gold Corporation to enter into any of these 
contracts ? A. No, sir. [148] 


Redirect Examination 
Q. By My. Abel: Are you still working at this 
mine ? A. Yes, sir. 
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Q. What are you, assistant manager? 

A. Me? 

Q. Yes. 

A. J am clean-up man and a little bit of every- 
thing. I do a little bit of everything that, comes 
along. [149] 


WILLIAM L. GRILL, 


called as a witness on behalf of the plaintiffs, being 
first duly sworn, was examined and testified as fol- 
lows: 

The Clerk: State your name, please. 

A. W. L. Grill. 


Direct Examination 

Mr. Abel: Mr. Grill is called as an adverse wit- 
ness also. 

Q. Mr. Grill, would you please examine the 
check of September 29, 1988—and I will hand it to 
you—in the sum of $150? 

A. Yes, sir. I have examined it. 

Q. Did you receive that check on or about the 
day it bears date from Mr. Garbutt ? 

A. Possibly the same date, I believe. 

Q. On or about the same date? 

A. I believe so. I am not positive. That time 
goes by and I would not swear about the date. 

Mr. Abel: I offer the check in evidence. May I 
detach it? 
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Mr. Hinckle: Surely. 

Mr. Abel: The check for $150 bearing date of 
September 29, 1938, issued to Win. L. Grill, signed 
“WMrank A. Garbutt’’, No. 16,669. 

The Clerk: Exhibit 73. 

Q. By Mr. Abel: Is that the same disbursement 
that is entered up in the bill of particulars under 
date of September 20, 1938, ‘‘miscellaneous expenses, 
$150’’? [150] 

A. JI don’t know. I did not make up the bill of 
particulars, so I can’t tell you. 

Mr. Abel: Wi3ll you get the exhibit to the Gar- 
butt deposition ? 

My. Hinckle: Mr. Abel, we will stipulate it is 
item No. 2 in your tabulation on page five of your 
bill of particulars. 

Mr. Abel: Yes. The date seems to be incorrect, 
but we obtained that from you. 

Mr. Hinekle: That is the only item. 

Mr. Abel: And the only point I wanted to em- 
phasize about it is that it does not purport to have 
been issued to My. Grill but to ‘‘miscellaneous ex- 
pense.’’ That is the only point. On the books it did 
not show issued to Mr. Grill. 

My. Hinckle: JI assume that is true, My. Abel. I 
don’t know about that. If you say that is true, all 
right. Did vou examine the books? 

Mr. Abel: When we get to the exhibits to the 
Garbutt deposition we will cheek it. That will be 
all, My. Grill. 
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The Court: Do you want to cross examine your- 
self ? 

The Witness: I would like to explain what the 
check is. It seems to me that is rather important. 

The Court: You may make any explanation you 
want. 

The Witness: This check was expenses of a trip 
to Los Angeles, advanced by Mr. Garbutt for and 
on behalf of the Mutual Gold Corporation. It is 
my recollection that that was paid at the time or 
about the time that I came down here, when [151] 
Mr. Vance and Mr. Abel—there was a session here 
at that time of about two or three days and I was 
ealled down in an effort or in a conference to set- 
tle the various disputes between Mr. Vance and 
the Mutual Gold and Mr. Garbutt. It might have 
been later, but that is my recollection of the time. 
And it was no payinent by Mr. Garbutt for any 
service of any kind or character whatsoever. 

Mr. Abel: Are you through, Mr. Grill? 

The Witness: Yes. 

Q. By Mr. Abel: Isn’t this the sequence of 
évents: That the meeting of the stockholders to 
ratify the contract of September 2nd was called 
for Spokane for September 24th; that on the 18th 
or 19th, before that, it was called off by the Board; 
that on the 24th the objecting stockholders met in 
Spokane and came right down here and were here 
on the morning of the 26th and vou arrived on the 
morning of the 27th? i 
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A. You were here a day before, I think. I flew 
down and got, here. 

Q. Yes. You flew down on the night of the 26th. 

A. Yes. I don’t remember the dates, except I 
think that is the check and it calls it somewhat to 
my recollection. [152] 


RUSSELL F. COLLINS, 


recalled as a witness in behalf of the plaintiffs, 
having been previously duly sworn, testified as fol- 
lows: 


Further Direct Examination 

Q. By Mr. Abel: Did you have anything to do 
with what I will call the ‘‘termination contract”’ of 
October 31st, or what we will eall the ‘interim 
contract’’ of November 1, 1938? 

A. Do you mean the termination? 

Q. Yes; the termination of the one contract and 
the making of another one? 

A. Nothing whatever, sir. 

Q. You did not have anything to do with that? 

A. No, sir. 

Q. Did you have occasion during that time to 
come to Los Angeles from Leevining ? 

A. I would not be sure as to the dates, but I 
remember several trips that J have made from Los 
Angeles, probably that one, too, I think along that 
time. 
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Q. I call your attention to an expense account- 
totaling some $128.05, under date of October 25th. 
Is that your signature? Did you prepare that ex- 
pense account? 

A. What year is this, Mr. Abel? 

Q. That same year, October, 1938. Is that your 
signature to that expense account? [153] 

A. Oh, yes; that is my signature. Yes; that is 
my signature. 

Q. By Mr. Abel: Well, who other than you dur- 
ing the months of September or October, 1938, was 
representing Mutual Gold Corporation in Los An- 
geles, authorized to incur expenses to be paid at 
the request of Mr. Garbutt? 

A. There is no evidence we were incurring any 
expenses authorized to be paid by Mr. Garbutt. 

Q. I am now referring to the $150 paid to Mr. 
Grill. A. Yes. 

@. Who sent for him? You were present at 
that meeting ? 

A. I think I wired for him. That is my recol- 
lection, that I wired for him. 

Q. You wired for him? 

A. That is my recollection; yes. 

Q. Did you do that after conference with Mr. 
Garbutt ? 

A. No. I don’t know that it was before or after. 

[154] 
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called as a witness on behalf of plaintiffs, being 
first duly sworn, was examined and testified as 
follows: 


The Clerk: Will you state your name? 
A. A. R. Carter. 


Direct Examination 

Q. By Mr. Abel: What relation do you bear to 
Frank A. Garbutt, one of the defendants here? 

A. I don’t bear any relation to him. 

Q. Business relation? 

A. Business relation — I keep his accounts 
and do various work around the office. 

Q. You are employed in the office, are you? 

A. I am; yes. 

Q. And about the Log Cabin Mines Company, 
have you always kept its books of entry and account 
also ? 

A. Well, since we took the books into our of- 
fice. 

@. And when was that? 

A. About the first of April, 1939. 

Q. Have you the account of disbursements made 
to Russell F’. Collins during the period from Sep- 
tember Ist to February 28, 1939? 

A. September 1, ’38, September 1, 738. Why, 
that was before the inception of Log Cabin Mines. 
I don’t have an account with Russell Collins. It is 
just contained in the regular account of the checks 
as written during that period. [157] 
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@. Whose checks? 

A. These checks here were signed by Frank A. 
Garbutt. | | 

Q. Upon his personal account? 

A. Upon his personal account; yes. 

Q. Would you please let me see the ledger ac- 
count? 

A. Well, that is a transcript of the ledger ac- 
count up to the time that the Log Cabin Mines 
started to take over. This is the Log Cabin Mines. 
That is an exact copy from the ledger account. 

Q. Where is the ledger account itself? 

A. I diutn't bring that alone hecause the paper 
that was given to me said to bring the papers of 
the Log Cabin Mines Company, and I brought all 
the books of the Log Cabin Mines and I also 
brought this in case you wanted to ask some ques- 
tions about it. 

Q. But you can’t produce the ledger accounts? 

A. Oh, I can produce the sheets. They will be 
exactly the same as that, no difference whatsoever, 
dates and everything given there. There are some 
checks in there to Russell Collins. 

Q. I think we shall want to see the origin of 
the account and how it was carried from the start. 

A. Well, that is just the way it was carried from 
the start. That is the exact copy. You have seen 
the sheets with those same things on down in our 
office about a year ago. 
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Q. The item on the second sheet here ‘‘miscel- 
laneous [158] expense’’— 

A. It is written ‘‘William L. Grill.”’ 

Q. I noticed the name ‘William L. Grill’’ has 
been written in? A. That is right. 

Q. The entry upon the book did not show that, 
did it? 

A. It showed ‘“‘William L. Grill’’ ‘but didn’t 
show the ‘‘miscellaneous.’’ These here were made 
up at one time. I didn’t go back and copy these 
over the second time. They were made up for anoth- 
er purpose at a different time, the complete tran- 
script of the ledger account. But every item is item- 
ized there and wherever it says ‘‘miscellaneous’’ the 
‘‘miscellaneous’’ is cut down and distributed. 

Q. When My. Garbutt testified in the Spokane 
case by deposition you produced the original ledger 
accounts, did you not? 

A. Was that the time that you was down there 
in the office? 

Q. Yes. And then you made a transcript of it? 

A. Yes. Yes; you looked at the ledger at that 
time, if that is the time you were in the office. 

Q. And at that time the name ‘‘ William L. Grill’’ 
did not appear? 

A. Yes; it appeared on the ledger and you took 
note of it right there that it did. 

Q. How do you explain that it shows it on 
September 20th? [159] 
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A. September 20th? 

Q. Yes. 

A. Phat is the day the check wag given. 

Q. The check is in evidence and purports to be 
September 27 or 29—September 29. 

A. September 29? 

Q. Well, that is a clerical error? 

A. It probably is a clerical error, because you 
see here is one of the 27th right before it, you see 
in the typewriting. 

Q. Yes. A. That should be ‘*29.” 

Q. For what period of time did Frank A. Gar- 
butt issue his personal checks on this property in- 
volved in this case? 

A. You mean in payment of the bills of the 
mine, the Log Cabin Mines Company? 

Q. Or any bills at all to directors of Mutual or 
anybody ? 

A. Well, they were from September 21st to about 
Mareh—or, no—April 5th or 6th of 1939. Then is 
when the Log Cabin Mines bank account was opened. 

@. What date was that? 

A. Well, let’s see. The book here is better than 
anything else. The first check was issued on April 
17th; that was No. 1; and the deposit was made on 
Apvil 15th, the first deposit of $1,000. 

Q. And the remaining $9,000 was when? [160] 

A. The 17th, April 17th. 

Q. That paid the capital stock of Log Cabin 
Mines Company, that $10,000, didn’t it? 
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A. I don’t know, as far as that is concerned. 
I think it did, but I wouldn’t say for certain be- 
eause I didn’t handle that phase of it. 

Q. Will you have the payroll showing when 
Mr. Garbutt started to employ labor at that mine? 

A. Well, I have the dates of it; yes. I don’t 
have the actual payrolls with me. 

Q. Not the date of the check, but the date the 
employment commenced. To refresh your recollec- 
tion—withdrawing that question for the moment. 
Do you personally know that Garbutt operated this 
mine in some capacity from the time he originally 
took hold up until April 15, 1939? 

A. Well, no; I don’t. 

Q. By the Court: Were you in his employ at 
that time? 

A. Yes; but, part of the time it was operated 
under the name of ‘‘Frank A. Garbutt’’, and a 
short time later it was operated under the name of 
‘‘Mutual Gold Corporation.’’ That is just the way 
that we turned in the statements to the Federal 
Government for the compensation insurance. 

Q. By Mr. Abel: Then you ean produce a led- 
ger account in the morning, the original ledger ac- 
count, of both those accounts, can you? 

A. Well, the account was all carried in one ac- 
count on [161] the books or ledger sheet, in the 
books under ‘‘Frank A. Garbutt”’. 

@. Under the name ‘‘Frank A. Garbutt’’? 

A. Yes; the ledger sheet was, but the account 
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was called the ‘Mutual Gold Corporation’ after a 
certain time. 

Q. Upon the books of Mr. Garbutt, then, you 
say that there was one account a part of the time 
that was in his name on the same sheet and as a 
part of the same account? | 

A. It was always in the name in the book as the 
‘“Mutual Gold Corporation’; but, as I say, we 
operated at one time under his name, and as far as 
the tax statements were concerned, and then it 
was taken over by the Mutual Gold operation. [162] 

The Witness: Do you want these other books 
here, too? These are the books, do you want. those, 
too? 

Mr. Abel: Well, we might look at those now. 
Let me see what is shown in this one. 

Q. May we use this? 

A. These books start after those were complete, 
after those. | 

Q. Show me the book. Would you turn to the 
account here involved? 

A. Which account is that,? 

Q. This Log Cabin account. 

A. It is all Log Cabin, the whole ledger is. 

Q. The whole ledger is the Log Cabin account? 

A. Yes. 

Q. Commencing what date? 

A. Well, let’s see. Of course, that is not prob- 
ably the first starting dates, but that, account prob- 
ably was started afterwards. There wouldn’t be 
anything in it to start it with. It starts April Ist, 
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Stock. Those back there are just blanks. There is 
nothing in that. 

Q. Were you familiar with the organization of 
Log Cabin Mines Company ? 

Well, in regard to what? [163] 

In regard to its incorporation ? 

No; I was not. 

Were you an officer? 

No—well, I might have been for a day or 
two or something of that sort. 

Q. For what purpose? 

A. Well, at the time that they incorporated, I 
beheve I was a director for probably, oh, it might 
have been a week or something of that sort. 

Q. At whose request? 

A. Well, at the request of Mr. Hinckle, the at- 
torney. 

Q. And how did you come to sever that relation- 
ship ? 

A. Well, somebody else was—I don’t know who 
was, but somebody else was put in as a director, a 
permanent director. My understanding was that I 
was only asked to act as director a few days, tem- 
porarily. 

Q. Who told you that? 

A. Why, nobody told me that. I just was under 
the impression that that was the case. 

Q. What is shown on Sheet, 1, this sheet? 

A. That is an account for Russell Collins, money 
advanced to him and money paid back. 


pe 
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What is the first item? 
. It is a check for $100. 
. Under date of February 5, 1940? 
. February 5, 1940; that is right. [164] 
. And the total amounts of the checks issued 
im to February, 1940— 
Was $359, of which he paid back $98. 
Still indebted for the balance? 
For $261; that is right. 
That is Log Cabin Mines? 
That is right. 
. Have vou any other accounts with anv of the 
former directors of Mutual Gold? 
A. No; that is all. 
Q. He is the only one, is he? A. Yes. 
Q. And he ceased to be a director, didn’t he, of 
Mutual Gold, or you don’t know? 
A. I don’t know that. [165] 


© 


A 
Q 
A 
to 
A 


Q 
h 
Q. 
A. 
Q. 
A 
Q 


Cross Examination 

Q. By Mr. Hinckle: Mr. Carter, in keeping 
the books that you have before you do you take 
instructions from anyone as to just how you shall 
handle the account? 

Q. By Mr. Hinckle: By that I mean, Myr. Car- 
ter, does Mr. Garbutt or does anybody come to 
vou and say, ‘‘Charge this to the Mutual Gold’’ or 
‘‘Charge this to John Smith,”’ or just how much 
discretion do vou use yourself in working out these 
accounts. 
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A. Well, as the usual thing, why, somebody tells 
me to what account it is to be charged or the ac- 
counts are O. K.’ed and it, is written on there ‘‘Log 
Cabin Mines.’ [167] 


ee 


R. P. WOODWORTH, 
ealled as a witness on behalf of plaintiffs, being 
first duly sworn, was examined and testified as fol- 
lows: 
The Clerk: Will you state your name? 
A. R. P. Woodworth, W-o-o-d-w-o-r-t-h. 


Direct Examination 


Q. By Mr. Abel: Your residence? 

A. Spokane. 

Q. Your profession? A. Lawyer. 

Q. By the Court: Your residence is where? 
A. Spokane. 

Q. By Mr. Abel: You are an attorney-at-law ? 
A. Yes, sir. 

Q. Were you connected with Mutual Gold Cor- 


poration during the year 1938 for a time? 
. Yes. 

@. And you had been a director for some time 
previous, had you? A. Several years. 

Q. Were you present at the directors’ meeting 
held at the Vance Hotel, Seattle, on August 13, 


> 
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1938, being the date that the Cecil B. De Mille 
proposal came before the board? 

A. Yes, sir; I was there at, that meeting. [168] 

Q. By Mr. Abel: I call attention, Mr. Wood- 
worth, to the minutes of that date, and ask you 
to tell what the [170] proposed offer was which is 
referred to therein, quoting: 

‘*Considerable discussion was had in regard 
to this matter and Mr. Lloyd J. Vance stated 
that he had a proposition which he would like 
to submit to the Board if they would consider 
it, and after some discussion the proposed of- 
fer was read by the Board, Mr. Vance explain- 
ing at the time of the reading thereof as to 
the changes he desired made.”’ 


State whether or not that was a renewal of the 
previous offer. 

Mr. Moore: What is the date of that, may I 
inquire ? 

Mr. Abel: August 18th, one week later. 

A. Yes; that was a renewal of the offer, and, 
as I recall that, he had agreed to make some changes, 
some concessions which had been requested by 
some members of the board. I think we went over 
that contract very carefully at that meeting. That 
is my recollection. 

Q. Do vou remember as to whether or not at 
that meeting—I read again: 

‘It appearing that the majority of the Board 
was not willing to enter into a contract with 
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Mr. Lloyd J. Vance of any kind, and on re- 
quest of Mr. Ferbert that the meeting be 
adjourned until Tuesday, August 16, 1938, at 
10:00 o’clock A. M., at the Vance Hotel, Seat- 
tle, Washington, in order that a representative 
from Mr. Cecil B. De Mille might be at the 
meeting [171] to explain and clarify the prop- 
osition which he was presenting to the meeting, 
* * * the meeting was adjourned * * *”’ 


A. I think that is a correct statement of what 
happened. 

Q. Were you present at the directors meeting 
one week later, or three days later, August 16th? 

A. J think I was. It is my recollection that that 
is the time that Keily came up. 

Q. Quoting from the minutes: 

‘‘Rurther discussion was had on the offers 
of Mr. Vance and Mr. Cecil De Mille.’’ 


And the meeting adjourned. 

A. Yes; I was present. 

Q. State whether or not you were present at the 
meeting on August 27, 1938? 

A. I think I was. I was present at most of those 
meetings. The minutes show that. 

Q. That vou were present ? 

A. That I was present, though they got my 
name spelled wrong. 

Q. State whether or not at that meeting the no- 
tice of forfeiture of contract, rescission of the con- 
tract— A. No; I see— 
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Q. —was up for consideration, that bearing date 
August 25, 1938 ? 

A. It bears August 27th. [172] 

Q. But the rescission bearing date—no; it is 
two days later. Was it at, that meeting with that 
pending termination of the contract that the Gar- 
butt deal was agreed to? 

A. Yes. In fact, that was one of the induce- 
ments. 

Q. Do you know how the Garbutt proposal first 
came to the attention of the board of directors? 

A. Yes, sir. 

Q. On what date and under what circumstances? — 

A. It came August 6, ’38 at the board meeting 
prior to the stockholders meeting of that date. 

Q. And who communicated the matter? 

A. My. Ferbert, I believe, principally, and Myr. 
Collins, Russell Collins. 

Q. As to whether or not they had come up from 
California to the Spokane meeting? 

A. Yes; they had. 

Q. And what did either of those gentlemen say 
in connection with Mr. Garbutt and in connection 
with the Llovd J. Vance matter? [173] 

A. They stated that Mr. Garbutt was willing 
to make a much better deal than the one that was 
being submitted to the board at that tine. 

Q. By Mx. Abel: By Lloyd J. Vance? 

A. Yes, sir. 
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Q. By the Court: How did you vote on the 
contract ? 

A. I voted against it at all the board meetings. 

Q. At all the board meetings A. Yes. 

Q. By Mr. Abel: Up to that time had the board 
unanimously favored the Lloyd J. Vance proposal? 

A. Well, all members that were present had, but 
it was not unanimous. Mr. Collins and Mr. Ferbert 
learned at the meeting that the Vance proposal was 
adopted. 

Q. And during the interim between the 6th of 
August and the 15th of August do you know where 
Ferbert and Collins went from Spokane? 

A. I understood they came to California to see 
Mr. Garbutt. 

Q. And came back with the De Mille proposal 
on the 13th? A. That is correct. 

Mr. Abel: ‘That is all. 


Cross Examination 

Q. By Mr. Hinckle: Mr. Woodworth, were you 
a stockholder in the corporation on August 6, 1938, 
Mutual Gold? [174] A. Iwas. Yes; I was. 

Q. Did vou vote in favor of the resolution which 
was adopted at that meeting authorizing the board 
of directors to deal with the property as thev saw 
fit, or to that effect ? 

A. I voted for that resolution that was adopted 
at that meeting because of the representations that 
were made at the meeting and prior to it. 
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Q. I could not hear you. 

A. I voted for the resolution which was adopted 
at that meeting because of representations which 
were made at the meeting and prior to the meeting. 

Mr. Hinckle: I did not ask you that. I move to 
have that stricken, your Honor. It is not responsive 
to the question. 

The Court: Yes; it will be stricken. And answer 
the question: Did you vote for the resolution? 

ml did: 

Mr. Hinckle: That is all. 


Redirect. Examination 

Q. By Mr. Abel: What, if any, representations 
were made at that meeting? 

A. Well, the representations that I have just 
testified to, that there would be a much better deal 
made than the one which had been presented by 
Lloyd J. Vance; and the directors at the meeting 
prior thereto and at the meeting [175] afterward all 
agreed that that was what would be done, that they 
would accept a better proposition. 

Mr. Abel: This is a new matter. 

Q. Were you present at a meeting of the board 
of directors held at the Vance Hotel on or about 
the 18th of August, when Mr. Grill phoned to Mr. 
Garbutt about whether he would accept a pavinent 
of the contract in full? 

A. I don’t—I remember something about that, 
but I don’t recall it was at that date. It was about 
that time. 
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Q. It was after a directors meeting, was it? 

A. I understood it was. 

Q. What was the communication ? 

A. I was not present when it happened, but I 
understood that 

Q. Well, never mind then. A transaction took 
place after the notice of rescission, did it, whatever 
it was? A. Yes. 

Q. Which was the 25th of August. Did that 
come before the board of directors in your pres- 
ence ? 


A. It came up at that meeting. It came upon 
that day. 

Q. What was the message communicated by Mr. 
Grill as coming from Mr. Garbutt? 

A. Well, as I recall, that was with regard to 
the payment that was due. I think there was some- 
thing that was behind in the payment or some talk 
about whether or not he would accept the full 
amount of the balance due. [176] 

Q. On the contract of purchase ? 

A. On the contract, on the purchase contract. 

Q. What was the information communicated by 
Mr. Garbutt ? 

A. My recollection is that he would not even 
accept the full amount. He was claiming a default, 
and that even if the full amount of the balance of 
the purchase price was paid he would not take it. 
It was something like that. I don’t remember 
clearly, but that is my recollection. [177] 
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ealled as a witness on behalf of plaintiffs, being 
first duly sworn, was examined and testified as 
follows: 


The Clerk: Will you state your name? Will vou 
state your name, please? 
A. M. F. Haley. 


Direct Examination 

Q. Did you enter the service of Frank A. Gar- 
butt during the fall of 1938 upon the mining prop- 
erty involved in this case? 

A. Yes, sir; on the 10th. 

@. On what date did you enter his service at 
that mining property? 
The 10th day of September. 
The LOth day of September ? 
Yes, sir. 
Of 1938? A. Yes, sir. [178] 
When was the service terminated ? 
The 24th day of May, ’39. 
1939? A. Yes, sir. 
During that period from the 10th day of 
September, 38 until the 24th of May, 1939 in what 
form were you paid your wages? 

A. By check. 

@. Whose check? 

A. Well, I think all of them was _ practically 
Mr. Garbutt’s, and every one of them was Mr. Gar- 
butt’s, but they might have had some different. kind 
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of a form on them. But that 1s my remembrance, 

as far as that goes, signed by Frank A. Garbutt. 
[179] 


J. R. STURGEON, 


called as a witness on behalf of plaintiffs, being 
first duly sworn, was examined and testified as 
follows: 


The Clerk: Will you state your name? 
A. J. R. Sturgeon. 


Direct Examination 

Q. Did you ever work at this mine involved in 
this case ? A. Yes, sir. 

Q. When, if at all, did you enter the service 
of Frank A. Garbutt in connection with working 
at that mine? A. September 26th, 738. 

Q. September 26, 1938? Ee ese oll 

Q. How long did you work, until when? 

A. Until the 11th of April, ’39. 

Q. And during that time state whether or not 
you had charge of the underground operations? 


A. I did. 

Q. How were you paid your wages? [180] 
A. By checks. 

Q. Whose check? A. Mr. Garbutt’s. 
Q. Throughout the whole period? 

A. Yes, sir. 
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PLAINTIFFS’ EXHIBIT 78 


is set forth in the Complaint, as Exhibit 3 thereto, 
at page 42, [181] 


Mr. Anderson: That will be 78. I offer in evi- 
dence a letter from Frank A. Garbutt to M. F. 
Haley, Leevining, California, dated September 7, 
1937 (1938), the subject matter of which is an 
inquiry: 

Mr. Abel: 1988. 

Myr. Anderson: I beg pardon. September 7, 1938 
is the date of the letter. The subject matter is 
The Court: Read it. It is only four lines. 

Mr. Anderson (reading): ‘‘I have learned from 
the North Star Mine at Grass Valley that The 
American Manganese Steel Co., Oakland Pier, make 
them exceptionally good shoes and dies. Will you 
kindly give me exact dimensions so I can ask for 
quotations.”’ 

The Clerk: Exhibit 79. 

Mr. Anderson: That will be Plaintiffs’ Exhibit 
79. I offer in evidence a letter from Frank A. Gar- 
butt to M. F. Haley, Log Cabin Mine, Leevining, 
California, dated September 17, 1938. The subject 
matter is the status of the mine in general, but it 
is introduced for the purpose particularly of the 
“P. 8.” which is typed just below Mr. Garbutt’s 
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signature with the initials ‘‘F. A. G.’’, and reads 
as follows: 
“P.S. This delay will not affect you and you 
will kindly proceed with the work you now have 
in hand as rapidly as possible.”’ 


The Clerk: 80. [185] 

My. Anderson: That is Plaintiffs’ Exhibit 80. 
I now offer in evidence a letter from Frank A. 
Garbutt to M. F. Haley, Leevining, California, 
dated September 19, 1938, which reads as follows: 

‘“‘T have not had time to analyze your list 
of supphes and material necessary to operate 
to May Ist. I hope to be able to get over this 
during the day. 

‘‘None of the engineering or supply houses 
would guarantee successful operation from an 
elevation of more than about 35 feet. Pumping 
the sand is probably out as there does not ap- 
pear to be any other wav of doing it, from a 
35 foot elevation.’’ 


The Clerk: That is Exhibit 81. 

Ma. Anderson: Which letter is Plaintiffs’ Ex- 
hibit 81. I offer in evidence a letter from Frank A. 
Garbutt to M. F. Haley, Log Cabin Mine, Leevin- 
ing, California, dated September 20, 1938, the sub- 
ject matter of which is operations at the mine, and 
IL will read the last paragraph thereof: 

‘After going through your list of supplies 
and proposed changes in the mill I decided we 
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could save both time and money if you come 
here for a conference, therefore wired you ac- 
cordingly.”’ 


The Clerk: 82. 

Mr. Anderson: Which letter is Plaintiffs’ Ex- 
hibit 82. I now offer in evidence a letter from 
Frank A. Garbutt to M. F. Haley, Log Cabin Mine, 
Leevining, California, dated [186] October 22, 1938, 
which is as follows: 

“‘T am enclosing an order herewith which 
please read, sign and return the original, keep- 
ing the copy for your files.”’ 


The Court: What is the date of that? 

Mr. Anderson: The date of that is October 22, 
1938. I introduce the enclosure as part of the ex- 
hibit. 

The Clerk: Exhibit 83. 
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PLAINTIFFS’ EXHIBIT 88 


FRANK A. GARBUTT 
Suite 712—411 West Seventh Street 
Los Angeles, Cahfornia 


Oct. 22, 1938. 
Mr. M. F. Haley, 
Log Cabin Mine, 
Leevining, Cal. 
Dear Mr. Haley: 

I am enclosing an order herewith which please 
read, sign and return the original, keeping the copy 
for your files. . 

Sincerely, 
FRANK A. GARBUTT 
FAG-C. 


TELEGRAM 


Los Angeles, California, 
October 31, 1938. 11:36 AM 
J. R. Sturgeon, 
Leevining, Calif. 

Kindly sign and have Mv. Haley sign ackrnowledg- 
ment of order October twenty second and send to 
me by return mail. 

FRANK A. GARBUTT. 

(Received by telephone from Bishop 6:00 PM 
10-31-38. 
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Mr. 


Oct. 22, 1938. 
M. F. Haley, 


Log Cabin Mine, 
Leevining, Cal. 
Dear Mr. Haley: 

If we build a pipe line from the drain tunnel to 
the lower end of the flume a serious situation may 
arise, and this is especially true if this pipe line 
is eighteen inches or such a matter in diameter. 


If any large volume of water gets into this line 
that is more than will be readily absorbed at the 
lower end of the flume, it might break away and 
damage Mrs. Cunningham. 


To avoid any chance whatever of this happening, 


J hereby issue the following order: 


ORDER 


At no time shall any water or tailings be run 
into this pipe line which extends from the 
drain tunnel to the lower end of the flume un- 
less and until a written order is obtained from 
this office, signed by the undersigned, Frank A. 
Garbutt. 

This order applies to any and all taihnes now 
on the hillside or that mav hereafter be de- 
posited there by anyone whomsoever. 

It also apples to any run off water from 
rains or melting snow. 

It also apphes to any tailings made or pro- 
duced at the mill hereafter. 
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The only water that may be run into this 
pipe line is mine water, from the drain tunnel 
when run into this pipe line at the tunnel mouth 
when introduced in such a way that no tailings 
or other water can enter the pipe line either at 
this or any other point on the pipe line. 

Kindly see to it that this order is promul- 
gated to anyone who may have occasion to be 
near this line even though they may have no 
authority in the premises. 

FRANK A. GARBUTT 

I have read the above order this............... day 
CO an , 1938, and I understand it and 
will be governed thereby. 


Mr. Anderson: ‘hat is Plaintiffs’ Exhibit 83. 
J now offer in evidence a letter from Frank A. 
Garbutt to M. F. Haley, Log Cabin Mine, Leevin- 
ing, California, dated November 19, 1938, which I 
believe I should read as soon as the clerk marks it. 

The Court: What is the import of it? 

Mr. Anderson: It has to do with not having 
heard from Haley for some time, asking him to 
write at least twice a week, and finally 

The Court: May I ask if the purpose of these 
letters is to show Garbutt’s activity in connection 


with the mine? 
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Mr. Anderson: Yes. I think he was giving orders 
to Haley, asking him to come for conferences and 
the like during the period this correspondence 
covers. 

Mr. Abel: The continuity of the activities de- 
spite these various contracts changing the status. 

Mr. Anderson: It states that Mr. Collins has 
requested that he be taken off the pay roll, ete. 

[187] 

Mr. Abel: The matter on the back of the sheet 
is not offered. 

Mr. Anderson: There is certain writing on the 
back which is disclaimed as part of the exhibit. 

The Court: Put a pencil through it so I will 
not be concerned in trying to read it. 

The Clerk: Exhibit 84. [188] 


PLAINTIFFS’ EXHIBIT 84 


FRANK A. GARBUTT 
Suite 712—411 West Seventh Street 
Los Angeles, California 


| Nov. 19, 1938. 
Mr. M. F. Haley, 
Log Cabin Mine, 
Leevining, Cal. 


Dear Mr. Haley: 
I haven’t heard from you for some time. I would 
like to have letters at least twice a week and oftener 
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if you can find time, telling me what you are work- 
ing at, and what you have done, and what remains 
to be done, together with your opinions, conclusions, 
etc. This will be very helpful and I will respond 
in kind where possible. 

For your information, Mr. Collins has requested 
that he be taken off the payroll and, therefore, 
he is no longer in the Mutual’s employ. The hauling 
work he is doing is on his own account and he is 
being paid under contract. 

He has authority from the Mutual, I believe, to 
try to herd the hillside tailings into the flume or 
into the pipe line when it is built provided they 
start to move. Before this time arrives, I would 
like to have your comment upon the effect that will 
or may have at the lower end of the flume. 

Yours sincerely, 
FRANK A. GARBUTT. 


FAG-C. 


Aa, CARRIER. 
recalled as a witness on behalf of plaintiffs, having 
been previously duly sworn, was examined and testi- 
fied as follows: 


Direct Examination 


Q. For the moment, did vou prepare Exhibit 85? 
[193] 


A. Yes; but I don’t remember what at that time. 
Yes: I prepared it originally. 
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Q. Did you prepare it from the ledger? 

A. Yes. 

Q. How did you come to omit Mr. Grill’s name 
in the statement and give ‘‘Miscellaneous expense 
$150"’ under date of September? 

A. Well, I have done that with other items, too. 

Q. No. But why did you do it in this instance? 
Was it to hide from us the fact that it was paid 
to Mr. Guill? 

A. No. At the same time that you took the depo- 
sition I showed you the ledger sheet here with Mr. 
Grill’s name on it. 

Q. You did? 

A. Oh, yes. You looked right over my shoulder 
and I pointed it out to you in Mr. Garbutt’s office. 
[194] 

Q@. Would you now turn to the journal entry of 
October 20, 1938 with reference to the expense of 
incorporation—‘ Incorporation Expense Log Cabin 
Mines Co.’’? 

A. Let’s see; you said ‘‘October 20th’’. It was a 
$36.38 amount ? 

@ Yes A. Here it is right here. 

Q@. What is the entry there? 

A. “Check to D. E. Hinekle, attorney, imeor- 
poration expense 36.38." 

Q@. And under date of November 2, 1938: ‘*l- 
ing Permit to sell stock, Log Cabin Mines Co. $107’? 

A. “David EB. Fineckle’’ neht here, ‘* Filing Per- 
mit to sell stock $10."’ [195] 
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Q@. Can vou by reference to the original ledger 
account show any item of expense charged in the 
original ledger under date of September 2, 1938? 

[196] 

A. No. That item that you are pointing to there 
has nothing to do with the Mutual Gold. That was 
charged to Mr. Garbutt’s personal expense. This 
account was put onto the same sheet as that ac- 
count. That was his own personal expense account. 

Q. But it shows that on September 2, 1938 Mz. 
Garbutt made a trip to the mine? 

A. All right, and he paid his own expenses. 

@. Yes. But the point is he made a trip to the 
mine on September 2, 1938, according to his records. 

A. That was the time the entry was made there 
and the check given for it. I presume it was about 
that time, that is, the time the check was given. 
The time that he went to the mine I couldn’t say 
definitely, with the exception that was probably 
near that time. 

Q. This entire transaction, then, dating from 
September 2nd or from August 29th—— 

A. It dates from August 17, 1932. 

Q. Has that any relation to this case? 

A. Well, I don’t think so, as far as that is con- 
cerned. 

Q. No. the account is ‘‘Log Cabin Mines—Mu- 
tual Gold Corporation,’’ is it? 

A. That is right. 
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Q. That is how it is carried in the ledger. And 
outside of the item in 1932, the next item is Au- 
gust 29, 1938, ‘‘Telegrams to Seattle 24.98°'? [197] 

A. That is what it says there; yes. That is the 
item. 

Q. And the next item is under date of August 
15: ‘*M. J. Keily ticket. to Seattle 69.357"? 

A. ‘That is the entry; yes. 

Q. And next is September 2, ‘I. A. G. exp trip 
to Mine 80.00’? 

A. None of those items were charged to Mutual 
Gold, though; all personal expense of Mr. Garbutt’s. 

[198] 

Q. By Mr. Abel: Ma. Carter, have you the mint 
returns from this mine durme the period in con- 
troversy here? 

A. (Witness producing papers.) 

@. <Are these all of them? 

A. I presume so. They were what we took out 
of the file. I Just have them in my file. 

Q. So far as you know, they are complete? 

A. So far as I know, they are. 

Q. That is the net amount received from the 
mint for the ore? That is right, isn’t it? 

A. That is mght; that is the number of ounces 
of gold received and the fineness of the gold. [189] 

Q. By Mr. Abel: Can vou give the total? 

A. There is $6,132.02 in 1939 in two items. The 
balance of 1939 is $75,357.81; and in 1940 there is 
$189,256.32; and in 1941 there is $6,220.77. 
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Q. Commencing what period and ending what 
period do these figures apply to? 

A. The first check for a shipment was received 
on March 23, 1939. The last check was received on 
Mareh 12, 1941. 

Q. But covering the mint returns for what 
period ? 

A. For the period between those dates. 

Q. I am now referring not to the date of the 
check of the mint returns, but, as it were, the date 
of production from the mine itself ? 

A. ‘That I couldn’t tell you. [200] 

Q. By Mr. Abel: My. Carter, can you furnish 
us with a breakdown of the item found on Exhibit 
85, sheet 4, being the December, 1938, advances, the 
last item, reading: ‘‘Miscellaneous Expenses 
$369.45 77? 

A. Three and one-half months’ office service at 
the Los Angeles office at $100 per month, $350; 
two books on mining, 15.45. 

Q@. Where is that? 

A. It is written right there. 

Q. Itis not on the exhibit itself? 

A. Not on that paper; no. 

Q. I now direct your attention to sheet 3 of the 
same exhibit, Exlibit 85, the item under date of 
November 30: ‘‘Miscellaneous Expense $250"’ 
Would you break that down for us ? 

A. “W. L. Grill traveling expense $150; D. E. 
Hinckle, attorney’s fees $100.”’ 
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Q. That is not the $150 that was previously paid 
to Mr. Grill? 

A. Naturally it is not. It is a different date en- 
tirely. 

Q. Let us see the journal entry of that item. 

[202] 

A. Hereis one: ‘‘D. E. Hinckle attormey’s fees 
$100.’ That is $100. See it? 

Q. By Mr. Abel: I am interested in the W. L. 
Grill item. 

A. I thought you asked for both of them. Here 
it is right here ‘‘Wilham L, Grill, attorney, travel- 
ing expense $150.”’ 

@. Under what date is the journal entry? 

A. Under the date of November 2nd. 

Q. Have you any other items reported in the 
exhibit as ‘‘ Miscellaneous expense’’? 

A. I think probably there is. 

Q. Which covers money paid to Mr. Grill? 

A. No; but I have other items as ‘‘ Miscellaneous 
expense. ’’ 

Q. Yes. Well, I am interested in the 


A. Franchise tax. 


[203] 


Q. Why was it not disclosed in the exhibit that 
it was a payment to Mr. Grill? 

The Court: J think that has been asked and 
answered. 

My. Abel: This is a previous one, vour Honor, 
the $150. There is another payment to Mr. Grill 
of $100. 
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A. Why, because that we put certain things un- 
ler ‘‘Miscellaneous expense,’’ taxes, attorneys’ fees, 
and so forth. We have other items besides attor- 
neys’ fees and payments to Mr. Grill under ‘‘ Mis- 
cellaneous expense.”’ 

Q. Let me see the journal entry for December 
31st of $365.45. 

A. What did you say the date was, December 
Slst ? 

Q@. December 31st ‘Miscellaneous expenses 
$365.45.” 

A. That 1s a journal entry which I don’t think 
I have that, with the exception of on that sheet 
there. 

Q. Well, let us have the journal entry. 

A. It is not on this one here. 

Q. Let us have the journal for 

A. ‘This is the cash journal. This here is a cash 
journal. There is one or two items there. That was 


a charge from the journal. 

Q@. A charge but not an actual disbursement at 
the time? 

A. No, no; it 1s not a disbursement. It is just 
simply a charge for those services at that time and 
there was no check drawn for it, never spent. [204] 

Q. The $365, then, 1s principally a charge for 
the use of Mr. Garbutt’s office ? 

A. For the work that we do there in our office, 
the stenographer, myself and other people, for the 
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Mutual Gold Corporation. There was no check ever 
issued for it. It has never been paid. [205] 

Q. By My. Abel: The miscellaneous expense 
that you [206] have reference to under date of 
December 31, 1938, was for services rendered in 
connection with this mining property? 

A. That is what it was. 

Q. Whether it was operated for Mutual Gold, 
or operated for Mr. Garbutt, or operated for Log 
Cabin? 

A. Yes. We did a lot of office work there for it. 

Q. But there was no segregation of the account 
or the charge? 

A. What do you mean ‘‘segregation’’? 

Q. Any segregation between the books of My. 
Garbutt. 

A. What do vou mean ‘‘segregation’’? I don’t 
understand that. 

Q. Well, any separation of charges for the par 
ticular service for one or the other? 

A. If it had been charged up by our office for 
all the time those people put in there, the charge 
would have been about four times as much as this 

Q. The poit is whether thev were all 1mn to 
eether m the books. 

A. What do vou mean run together? 

Q. By the Court: Did you make separate 
charges against Mr. Garbutt, Log Cabin or Mutual? 
Did vou segregate the [207] account? 

A. We just charged up $100 a month was all. 
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Q. Right straight through ? 

A. Right straight through; never charged more 
or never charged less. [208] 


RUSSELL F. COLLINS, 


recalled as a witness on behalf of defendants, hav- 
ing been previously duly sworn, was examined and 
testfied as follows: 


Direct Examination [221] 
Q. By Myr. Hinckle: In 1938, Mr. Collins, was 
the mine in operation ? 
A. The mine was closed down on April 22nd, 
1938, under Mr. Vance and operated by Mr. Keily. 
Q. After the bills and expenses were paid was 
there [225] enough money left from the treasury 
of the Mutual Gold or available to Mutual Gold to 
pay the obligations which plaintiffs have set up as 
then existing, some, I believe, $60,000—something 
like $60,000, I think? The exact amount is not ma- 
terial. A. No, sir; I am sure there was not. 
[226 ] 
Mr. Abel: Your Honor, I could make an admis- 
sion here that would shorten this up entirely. The 
company had this property which it considered quite 
valuable. The recovery from this old mill was not 


Siirerent tQ-———— 


406 Helen M. Sutherland, et al. 


(Testimony of Russell F. Collins.) 

The Court: Well, they had what they called a 
pilot mill there which was not sufficient, it was not 
operating efficiently. 

Mr. Abel: They could not recover the values 
and they could not pile up operating capital or a 
cash reserve. The mine quit, or the mill quit, and 
the mine, too, for that matter—were shut down in 
April of 1938 and until the transaction complained 
of the directors met from time to time to consider 
how to raise the money. It did not have funds to 
carry on. Its creditors were not pressing. Its eredi- 
tors were $30,000 of production notes, of which the 
Vances owned a majority, which were payable out of 
production. The balance of its accounts was prin- 
cipally J. A. Vanee, who had loaned some $18,000 
and who was not pressing; Mi. Stiegler and Mr. Fer- 
bert, the one, I believe, with $3,000 and the other 
with $2,000, who were not pressing. The mine was 
not in pressing need of money to pay its bills, but 
it was in need of money if it was to build a new 
mill or to operate its old mill; and it was [229] 
under those circumstances that the meeting of July 
18, I believe the date was, was held. 

The Cowit: Well, it did not have the money to 
make the payment on its contract. 

Mr. Abel: They did not have the money to make 
the payment. [230] 

Q. By My. Hinckle: Mr. Collins, did vou have 
anvthing [231] to do with obtaining the contract 
of September the 2nd from Mr. Garbutt ? 
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A. Yes, sir. September 2nd? 

Q. September 2nd, 1938. A. Yes. 

@. What did you have to do with that? 

A. Well, I solicited his cooperation. 

Mr. Abel: What? I didn’t get it. 

The Court: He solicited his cooperation. 

Q. By Mr. Hinckle: Where did you solicit his 
cooperation ? 

A. In Logs Angeles, in his office. 

Q. Did you come down here to see him? 

Aves. 

@. Did vou come down especially to see bim 
about that? 

A. Concerning our difficulties and how to get out 
of them. 

@. Did he ask you to come down? 

A. Beg pardon? 

@. Did he ask you to come down? 

A. So, sir. 

Q. When you came down what did you say to 
him—biiefly, now ? 

A. That we were not satisfied with the offer of 
the Vances and we would like to have someone that 
would finance our undertakings. [232] 

Q. Did anybody come with vou? 

A. Mr.— I am not sure whether Mr. [Keily was 
here or whether he came with me. One trip I know 
he came with me and went back, when we solicited. 

Q. You made more than one trip, did you? 

A. Yes. 
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Q. Did Mr. Garbutt agree right away when you 
first broached the matter to him to jump in and 
lend the money or help you out? 

A. He did not. 

Q. What did he say that would give you any 
clue to his attitude? 

A. That he did not want to be tangled up with 
it; that, as I recall his statement, ‘‘At my age I 
don't want to undertake the beginning of a mining 
proposition.”’ 

Q. Did you drop it then? A. I did not. 

Q. What did you do? 

A. Well, Mi. Garbutt sort of put us off by say- 
ing, ‘‘T will give vou entree to some friends of mine 
and maybe they will finance vou.’”’ 

Q. Did he give you that entree? 

A. He did. 

Q. Who was the friend? 

A. Well, one of them was Cecil De Mille, and Mr. 
Keily, I think—in fact, IT know—approached Hal 
Roach concerning [233] the financing of our under- 
taking. 

Q. Did vou make a deal with either one of those? 

Pee NOs cits 

Q. By Mi. Hinckle: Why did vou want to make 
the deal with Mr. Garbutt ? 

A. Well, considering everything and from every 
angle, and considering our difficulties, [ considered 
Mr. Garbutt was the most competent person and 
capable, that is, financially able to carry it through. 
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Q. Were you a director at that time of the Mu- 
tual Gold? A, @ess1 was. 

Q. Why did you prefer to deal with Mr. Gar- 
butt rather than to deal with Mr. Vance in that 
capacity? [234] 

A. Well, we had tried Mr. Vance as general 
manager of the property and I considered his sue- 
cess a failure. [235] 

Q. By Mr. Hinckle: You remember, do you, 
Mi. Collins, when notice of forfeiture was given 
to Mutual Gold Corporation on or about August 
25, 1938? A. Yes, sir; I know of it. 

Q. By My. Hinckle: Did that notice of for- 
feiturve influence vou m any way to make a contract 
with Mr. Garbutt [236] or to favor, rather, a con- 
tract with Mr. Garbutt ? J INO ne 

@. The forfeiture was withdrawn on or about 
October the 25th, 1938. I am telling you that. 

A. AsI reeall it. 

Q. Did that forfeiture which had been with- 
drawn, notice of forfeiture which had been with- 
drawn, on or about October the 15th, 1938, influence 
you m any way toward favoring the contract later 
made with Mr. Garbutt on December the 17th, 1938 ? 

Be NO, Sits 

Q. Did Mr. Garbutt ever at anv time say any- 
thing to vou which vou considered an attempt to 
coerce you into making or favoring the making of 
the contract with him ? A. Nos, [237 | 
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Direct Examination 

Q. By Mr. Grill: Myr. Collins, you stated that 
you were not satisfied with the success of Mz. 
Vance's failure. Will you state just what you meant 
by that? 

A. Well, to begin with, Mr. Vance was a lumber 
man and did not understand the operation of a mine 
and insisted 

Q. How was that evidenced ? 

A. Well, by the fact that he wanted to dismiss 
Mi. Iweily and said to let him go, and various, 


various things that came up fom time to time. 

Q. During what period was that? 

A. Well, along ’37, °38. 

Q. During the period of Mr. Vance'’s manage- 
ment contract? [238] 

A. Under the contract; yes. 

Q. State any other matters in connection with 
his management that influenced you in this con- 
nection ? 

A. Well, one was, he wanted to syphon the water 
out of a shaft as the means of getting the water out 
of the shaft, that we could go on down with it. [239] 


Cross Examination [241] 

Q. Anyway, the amount of stock that you had 
in Mutual was a few thousand shares at the time 
of this transaction, wasn’t it? 

A. You mean in the-Mutual Gold? 

Q. Yes; in the Mutual Gold. 
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A. Yes, sir. [242] 
Q. Soon after August 6th you came down to 


visit Mr. Garbutt ? A. Yes; I may have. 
Q. You drove from Spokane to Log Angeles to 
visit him? A. I think that is true. 


Q. Had you talked to him before that as to his 
making a deal? 

A. Prior to that time Mr. Garbutt repeatedly 
insisted that he would not be dragged into the 
financing of the property. 

Q. Then it was at an earher date than August 
Gth that you discussed with lim his coming into the 
picture ? 

A. Well, he was approached, I know. 

Q. Who approached him? 

A. Well, 1 think Mr. Ieily, and I also was at 
the meeting; but he absolutely refused to have 
anything to do with it. [245] 

Q. Anyway, you were the one who negotiated 
this contract with M1. Garbutt, were you not? 

A. You mean the original? 

Q. The contract of September 2nd. 

A. Well, I had to do with it, I know. I was 
interested in it; yes, sir. 

Q. Who else negotiated it? 

A. Well, I think Ma. Ferbert was with me. 

@. Anybody else? 

A. And I don’t remember whether Mr. Grill was 
here at the time or not. I don’t believe that he was. 

Q. The first contract of September 2nd was 
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negotiated while the rescission of the contract was 
insisted upon, was it not? [247] 

A. he original might have been at that time, I 
am not sure. 

Q. Well, don’t you know that it was? 

A. J don't remember the exact dates. I wouldn’t 
say for sure. Maybe it was. 

Q. There had been nothing said up to that time, 
had there, about organizing a corporation under 
the laws of another state? 

A. Well, it had been hashed over. 

Q. When? 

A. In Seattle. Air. Vance, Lloyd Vance was to 
organize a new company and take over the property 
and was to operate it. 

Q. To take over half of the assets, was it not, 
not all of them? [248] 

A. No; half of the ore, as I remember their con- 
tract, and that we were to have the other half and 
the new company was to do all the mining and treat- 
ing, and the old company had nothing to do with it. 

Q. You say that was at the Seattle meeting? 

A. Well, it was in the various meetings we had 
at Seattle. 

Q. The Seattle meetings, the first of them was 
August 13th, was 1t not? 

A. Well, there was preliminary discussions be- 
fore the meeting, I know that. 

Q. Then you came down August 6th to see Mr. 
Garbutt. When did you see him? 
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A. Oh, I saw lim from day to day. I don’t know 
just the exact dates but I saw him very nearly 
every day. 

Q. You returned to Seattle so as to be back there 
on the 13th, didn’t you? 

A. Well, of course, when I was in Seattle I 
didn't see him. 

Q. ‘then, when did you next see him after the 
Toth? iA. Well, I came down here after that. 

Q. When did you first know that the notice of 
forfeiture of August 25th way to be put out, was 
to be issued? 

A. I didnt know that until it was issued. 

Q. What? 

A. I knew nothing of it until it was issued. 

[249 | 

Q. And you did not try to get it reheved, did 
you? 

A. Well, I was hopeful that something could 
be done to relieve it. 

Q. Did you go to see the owners about it? 

A. I saw Mrs. Ryan from time to time. 

Q. Did you complain to the owners that it was 
not fair for their agent to be msisting on forfeiture, 
and, at the same time that he was getting an assign- 
ment of the contract ? 

A. Well, we were between a threat from Vance 
and, if you will permit it, the question was: We 
had a payment coming due in a few months and 
we had nothing with which to meet it. 
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Q. And Vance threatened that he would not put 
it up? A. Yes; he said he wouldn’t put it up. 

Q. That was his threat? 

A. Yes; that was his threat. 

The Court: In other words, one was forfeiting 
aud the other was refusing to put up any more 
money; they were both in the same fix, weren't they? 

Mir. Abel: Well, hardly, hardly, your Honor, 

The Comt: Both were putting on the squeeze. 

The Witness: ‘That is it. [250] 

Q. Anyway, why was the contract of Septem- 
ber 22nd made? 

A. Well, because we thought it was the best 
thing we could do under the circumstances for the 
Mutual Gold and their stockholders. [251] 


Redirect Exainination 

Q. By Ma. Hinckle: M1. Collins, you gave one, 
or two or three reasons—I don’t remember how 
many—why you preferred to deal with Mr. Garbutt 
rather than Ma. Vance. Is there any other reason 
that you know of? A. Well, yes. 

Q. Well, what was that reason ? 

A. Myr. Vanece’s general attitude towards the 
small stockholders of the corporation. 

Q. I mean do you know of any specific thing 
that indicated that? A. Yes; I do. 

Q. What was it, anything he said, or something 
he did or what? 
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A. After we had practically 
Q. No. Was it something he said, or something 

he did [253] or what? 

A. Well, something he said. 

@. Where was it said? 

A. It was said at just south and east of the 
present site of the new mill, near the pipe hne that 
was being built from the upper tank, or the big 


tank, down to the mill, the old imuill. 

Q@. What was said at that time? No. Who was 
there ? 

Mi. Abel: We object unless we know the tine. 

Ma. Hinckle: Yes. 

@. \Who was there at the time? 

A. Just Mr. Vance and myself. 

Q. About when was that? 

A. As I recall, it was in the fall, about October 
probably, or November of 1937. 

Q. What was said? 

A. The question was raised—M1. Vance said, 
‘To hell with the little stockholders. They have no 
business being in here.’’ [254] 


J. EK. STIEGLER, 
called as a witness on behalf of defendants, being 
first duly sworn, was examined and testified as fol- 
lows: 
The Clerk: Will you state your name? 
A. J. E. Stiegler. 
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Direct Examination 

Q. By Mr. Hinckle: Mr. Stiegler, what office, if 
any, do you bold with the Mutual Gold Corporation ? 

A. President. 

Q. How long have you been the president? 

A. Beginning in June—no. Wait a minute. I 
was first a director in June, I think, *34, and that 
fall, I believe, about October of 734. 

Are you a director also? A. Yes, sir. 
How long have you been a director? 
Since June, ‘3+. 


OPoe 


Ave you a promoter of mines that go broke 
or do you have some other occupation ? 

1 am a farmer. 

Are you a stockholder also? 

In Mutual Gold; ves. 

About how much stock do you hold? 


eee) eset 


Oh, I think the family has, that is, my wife 
and daughters and myself, about 100,000 shares, I 
believe, [266] something like that. 

Q. Does the Mutual Gold owe you any money 
that vou have advanced ? A.) Wes: 

Q. About how much? 

A. Oh, it is near $4,000, I think, that I have 
advanced. 

Q. What was that for? 

A. $3,000 of that was advanced in 37, the fall 
of "37. Mr. Vance wrote me a letter and wanted me 
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to talk with the directors and try to raise $6,000, 
I believe it was, and I put up $3,000 at that time. 

Q. Did you favor dealing with My. Garbutt 
rather than Mr. Vance in the making of this con- 
tract of September 2, 1938? Nee levels 

Q. Why? 

A. Well, at the time, or while we were—the 
Lloyd Vance proposition was up, it seemed like 
there was a lot depended on how much money I 
could raise from my Yakima friends. On several 
occasions Lloyd Vance asked me if I couldn’t guar- 
antee $30,000, and then a time or two he asked if 
I couldn’t—I told him i couldn't guarantee any- 
thing but I would do the best I could; and a few 
days before coming down to try and make some deal 
with Mr. Garbutt—that was in, I think, the latter 
part of August, 38 or the Ist of September—lI re- 
ceived a letter from Mr. [267] Woodworth stating 
that—— 

Mix. Abel: Objected to as not the best evidence 
and ask for the production of the letter. 

My. Hinckle: Just pass that up. Go ahead and 
tell in vour own words why you preferred dealing 
with My. Garbutt. 

A. Well, Ma. Vance had had his chance. He had 
spent $30,000—$50,000 besides what had been taken 
out down there, and what I had heard about Aly. 
Garbutt, he had had considerable mining experience, 
had been successful, and he also had the finances 
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to equip the mine properly and that was the big 
consideration, I thought. 

Q. Did you come down to Los Angeles to see 
Mr. Garbutt? A. Yes, sir. 

@. Did he ask you to come down? 

A. No; I don’t think he did. 

Q. Where did you talk with him? 

A. At his office. 

Q. Anybody else there? 

A. Yes; Mr. Grill, Mx. Russell Collms and Mr. 
Ferbert, I believe. 

Q. Did he ever ask you to make a deal with 
Mutual—to help him make a deal with Mutual? 

A. No. 

Mr, Anderson: May I inquire of counsel if he 
is now eliciting what transpired at this meeting in 
Mr. Garbutt’s office? If so, we would like to know 
the date. You have [268] said that certain parties 
were present and now you ask him did he ever 
clo 


The Court: He gave the date the latter part of 
August, he thought, as near as he could figure. 

A. We were down here three days and I believe 
the contract was signed on the 2nd day of Sep- 
tember. 

Q. By the Court: You are speaking of the time 
that the contract was executed as of September 
the 2nd? ®. Wes; sit 

Q. By Mr. Hinckle: Did you urge this upon 
My. Garbutt or did he urge it upon you? 
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A. Well, he taxied — 

Mr. Anderson: If your Honor please, that is a 
conclusion. I think he should detail what was said 
by each of the parties at this conference. 

The Court: Yes; that is correct. 

Q. By Mr. Hinckle: Well, what did you say to 
Mr. Garbutt, if anything, about making a contract 
with the Mutual? 

A. I don’t remember so much what I said to 
hun, but I remember once he stated that he didn’t 
know whether he would go through with this con- 
tract or not, but if he didn’t he would arrange 
so that we could pay the sellers on the Ist of No- 
vember when the $10,000 became due, and we were 


quite anxious to 

The Court: No what you were anxious. What 
was said. [269] About your anxiety, that is a conclu- 
sion. What was said? 

A. Well, he told us that he would furnish us 
the $10,000 and also a payment, on installing the 
high-power hne up to the mine. It was to cost 
$10,000. I think he said he would furnish part of 
the money, or something of that: kind. 

Q. How did you happen to come down? 

A. I came down because Mr. Ferbert and Mr. 
Collins thought we could make some deal. 

Q. They asked you to come down, did they? 

A. It was talked in the board meeting and the 
whole board was invited to come down. 
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Q. Did you ever communicate, yourself, with Mr. 
Garbutt ? A. No, sir. 

Q. Had he ever communicated to you? 

A. Before that time? 

Q. Yes. 

A. No; I am sure he didn’t. I am quite sure 
that he didn’t. 

Q. When was the first time you ever met Mr. 
Garbutt? 

A. Was here on the last oe of August or the 
1st of September. 

Q. The only information you had about the 
deal was the information you got from Mr. Ferbert 
and Mr. Collins? 

A. And Mr. Keily. Or more— 

Q. Keily? [270] 

A. Keily, I think the name is, that, was super- 
intendent at the mine. 

Q. Was he up north with you? 

A. I met him in Seattle. 

Q. What was the purpose of coming down? 

A. To oni and make some—get Mr. Garbutt to 
take over the operation of the mine. 

Q. By Mr. Hinckle: Was anything ever said 
to you or in your presence at any time by Mr. 
Garbutt or by anyone in his behalf which you 
construe to be an attempt to force you into making 
or attempting to have made a contract? 

A. With Mr. Garbutt? 

Q. With Mr. Garbutt for the Mutual? 
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A. No. [271] 

Q. Did you ever have any interest in this mat- 
ter excepting to protect your investment? 

A. And to protect the stockholders. 

Q. Well, that was your investment? [272] 

A. Yes, sir. 

@. You are a stockholder? A. Yes, sir. 

@. Did you have any arrangement whereby you 
were to receive any outside interests or profits of 
any kind? 

A. No, sir. I might state that I have always 
stood my own expenses to the mine and to I don’t 
know how many board meetings in Spokane and 
Seattle, and this trip down here and the trip down 
here on September 2nd, ’38 I stood my own ex- 
penses, never handed them in to the company even. 

Q. Did you have anything to gain by favoring 
either the Vance contract or the Garbutt, contract, 
except what you thought was the best interests of 
the stockholders and yourself as a stockholder ? 

ee No, sir. 

Q. Is this your first mining experience? 

A. No. 1 started out when T was a kid in Alas- 
ka. I was up there about 20 years, or 18 years, and it 
has been in my blood ever since I guess. I have 
tried to settle down to just farming but I do break 
loose once in a while. 

Q. By Mr. Hinckle: Did you know that My. 
Garbutt paid Mr. Grill’s expenses down here on one 
occasion ? A. Yes. 
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Q. One or two occasions, whatever it was? 

A. Yes. 

Q. Were you influenced in any way to favor a 
contract [273] with Mr. Garbutt by the fact that 
a notice of forfeiture had been given on August 
25, 1938 and withdrawn then on October the 15th, 
1938 ? 

A. No; I don’t think so. However, that note, I 
was quite concerned over it at the time that we had 
received it. J think Mr. Abel is the first that told 
me about it. 

Q. Have you ever received any money from Mr. 
Garbutt for services you rendered him any any way? 

A. He bought me a malted milk yesterday, I 
think. That, is all. 

Q. That is the first you have received? 

A. I believe so. No: he treated me to dinner 
once before. 

Cross Examination [274] 

Q. By Mr. Abel: Iam now reading from Plain- 
tiffs’ Exhibit 16, being a letter dated September 
12, 1938, signed by vou as president, a letter to the 
stockholders of the company. That letter called for 
another meeting to ratify the Garbutt contract of 
Septmber 2nd ? As. «Yes, sit: 

Q. And in that letter, quotmg from that letter: 

‘“A board meeting was held on the 7th dav 
of September, at which the action of the presi- 
dent of the company was ratified and the con- 
tract approved by the board, subject to its rati- 
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fication by the stockholders of the company. 
The board members voting in favor of the rati- 
fication were Mr. Ferbert, Mi. Hickcox, Mr. 
Grill and Mx. Stiegler. Those voting against 
were Mr. Woodwoorth and Mr. Vance. The 
writer was advised that the contract was ap- 
proved by Mr. Collins, the one director absent. 
Tt was the feeling of the writer, as well as the 
other members of the board voting in favor of 
the contract, that if it was not accepted the 
company would become involved in long and 
expensive [275] litigation with the owners of 
the property over the attempted cancellation 
of the contract.”’ 


Do you, in the hght of that statement, wish to 
modify what you have testified on that subject when 
it was within a few days of the action taken? 

A. Well, T said I was concerned over the notice 
of forfeiture when we first ot it. 

Q. Do vou stand by the statements contained in 
Exhibit 16, or do vou now modify them by vour 
testimony ? 

A. J think IT would have to—I will tell vou, these 
letters, I had help in writing out these letters by 
our attorneys, either Mr. Grill or Mr. Weller helped 
me in writing out these letters. Now the question 
vou are asking is what? 

Q. Is whether vou stand by the statement. con- 
tained in the letter as to what motivated you in 
the signing of the contract, 10 or 12 days earher, 
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this letter being dated the 12th and the contract 
being dated on the 2nd? 

A. Well, I was coneerned, of course, about the 
notice; yes. 

The Court: You have not answered the question 
vel. 

Q. By Mr. Abel: I am not asking you whether 
vou were concerned about the notice. 

A. The question is what, then, please? 

Q. The question is whether you stand by the 
statements [276] contained im the letter of the 12th 
instant. 

A. What paragraph is that that you are refer- 
TAINO? 10) 

Q. I will just mark the paragraph, Exhibit 16. 

A. Well, I signed it. I guess [ must have ap- 
proved it. 

Q. The question 1s not whether you signed it. 
You signed it knowingly, did you not? 

A. T vead it over first; ves. 

Q@. After legal advice? 

A. Yes: I read it over. 

Q. From possibly two attorneys, Mv. Weller, the 
company attorney ef Spokane, and Mav. Grill? 

A. To am not sure which one helped with this 
letter, but I usually was helped by either one or 
the other. 

Q. But the letter was constieted advisedly, with 
knowledge of its contents, was it not? 

A. IT presume so. 
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@. And the purpose of the letter was to intimate 
to the stockholders that if the contract was not ap- 
proved by them litigation would result with the 
owners, isn’t that true? A. Probably; yes. 

Q. Did vou know that on the very day that the 
contract was signed with M1. Garbutt in his office 
he issued a letter to the Vance Lumber Company— 
to the Mutual Gold Corporation and J. A. Vanee, 
general manager, being Exhibit 12, insisting upon 
the forfeiture on the same day? [277] 

The Court: Answer the question. 

A. Jf IT knew whether this was written? I just 
don’t reeall. I believe that—I don’t reeall. Perhaps 
I did know that at the time. T don’t remember now. 

The Court: May I see that exhibit when vou 
are through with it? 

Mi Abel: Ves, your Flomor. 

The Court: You may proceed. 

Q. By My. Abel: Your attention is now di- 
rected to Plaintiffs’ Exhibit 28, being a letter signed 
by ‘“‘Chandis Securities Company”’ and ‘‘ Alice Clark 
Ryan” of date October 3, 1988, particularly to the 
last page of it which I will now read: 

“We are not satisfied with the way you have 
evaded carrying out your contract with us nor 
pleased with your Managing Director, Mr. 
Vanee’s uneandid statement to us that ‘vou 
have complied with vour contract in every par- 
ticular’, when you well know this is not true 
and, in view of the many concessions we have 
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made you in the past we are not pleased by 
your concealment from us of developments at 
the mine; nor by the excuse of your manager’s 
attorney that you had no contractual obligation 
to inform us; nor by his contention that our 
failure to take action sooner, constituted a 
waiver of the many breaches of your contract, 
and we are not at all reassured by your inter- 
nal dissensions, nor by the [278] threats of 
htigation amongst yourselves which it appears 
have been extended to covertly include us, 
“As long as this is possible or threatened, you 
may expeet no consideration from us.’’ 


Then another quote: 
“We consider vour former contract term- 
inated and at an end.”’ 


Were vou aware of that letter? 

A. Was that letter sent to me or to Mutual Gold 
Corporation ? 

Q. To Mutual Gold Corporation, under date of 
October 2nd (3rd). 

A. I perhaps knew of it at the time but I don’t 
recall it now. 

Q. You don’t recall it? A. No, I don’t. 

The Court: May TI see it, please? 

Mr. Abel: It is on the last page, the particular 
part, 

Q. You are now shown the letter of August 25, 
1938, being the cancellation notice of that date. 
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A. What date? 

Q. Exhibit 11. 

A. I don’t know whether I have seen this be- 
fore or not. I don’t believe those letters were sent 
to me. I live over there in Naches. ‘The home office 
is in Spokane. 

Q. At that 27th of August, that meeting of the 
board of [279] directors at the Vance Hotel, was 
not that letter, Exhibit 11—— 

A. It might have been. I don’t know. 

@. —exhibited, read and thoroughly discussed ? 

A. That or some other one. I remember of some 
discussion over it; yes. 

The letter of forfeiture of August 25th? 
What date would that, be? 

T'wo days later. A. Two days later. 
On the 27th of August? 

It is very likely I did. 

Your attention is directed again to Exhibit 


OPOOoPS 


11, particularly the second part of it, and you are 
asked to state what, if anything, was done in the 
way of negotiation to reinstate the contract be- 
fore the assignment to Garbutt of the contract itself 
on the 22nd or 21st day of September, 1938? 

A. What had been done to 

Q. What, if anything, did you or did the board 
do to get the contract reinstated between those 
days, other than to make the sell-out. to Mr. Gar- 
butt ? A. I don’t remember. 
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Q. Isn’t it true that there was nothing done? 

A. These notices were directed to Mr. Vance as 
general manager, and I think that you answered 
those letters your- [280] self, Mr. Abel. 

Q. And when they came to your attention, when 
this notice of August 25, 1938, Exhibit 11, came 
to your attention you, as president of the company, 
did nothing? 

A. You was taking the matter up yourself, I 
think. You replied for Mr. Vance, as I remember. 

Q. The question is whether you, as president of 
Mutual Gold A. No; I didn’t. 

Q. —took action of any kind? 

A. No; I didn’t beeause you was taking care of 
that. [281] 


PLAINTIFFS’ EXHIBIT 90 
* a8 * ¥ * oe ¥* 
MINUTES OF ANNUAL MEETING OF STOCK- 
HOLDERS OF MUTUAL GOLD CORPORA- 
TION. 
February 1, 1939 


The stockholders of the Mutual Gold Corporation 
met in regular annual session at the office of the 
Company, 401 Fernwell Building in the City of 
Spokane, State of Washington, on Wednesday the 
ist day of February A. D., 1939 at the hour of 
11:00 o’clock A. M. pursuant to eall and notice. 

The meeting was called to order by President 
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J. E. Stiegler who asked Vice President E. D. 
Weller to preside, Secretary [. Fuson acting as 
recording’ officer. 

The Chair appomted Mr. C. T. Orr, Mr. R. P. 
Woodworth and Mr. E. D. Weller as proxy com- 
mittee to check and report on the proxies. 

The office of the company being inadequate to 
accomodate the stockholders, the meeting, on mo- 
tion duly made, seconded and carried was ad- 
journed to be reconvened at the office of the Com- 
pany in the Assembly Room of the Old National 
Bank Building, Spokane, Washington at the hour 
of 2:00 o’clock P. M. 

The meeting reconvened at 2:00 o’clock P. M. 
in the Assembly Room of the Old National Bank 
Building, Spokane, Washington pursuant to ad- 
journment, the same officers being in the chair. 

Roll Call showed the following results: 


Jefe ba IU il ag 6h) 0) 0 164,114 shares 
Present by proper proxy.............. 2,149,342 shares 
Total shares present and en- 

Js C12 Gs 0) (01 Sane ea 2,313,456 shares 
Total shares outstandineg................ 2,641,182 shares 


The proxy committee reported that the proxies 
were in regular form in the amounts as above stated, 
and upon motion duly made, seconded and carried, 
the report of the proxy committee was accepted 
and approved. 
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The Secretary presented a copy of the Notice 
of the Annual Meeting pursuant to which the meet- 
ing was held with affidavit of mailing notice to 
each and all stockholders of record more than 10 
days prior to the date fixed for the meeting as 
provided by the by-laws of the company. The same 
being in regular form and there being no objections 
thereto, the Chair declared the meeting was regu- 
larly and duly called and open for business. 

The Minutes of the last meeting of the stock- 
holders held August 6, 1938 were read and on 
motion duly made, seconded and carried, were ap- 
proved as read. 

The Chair then announced the next order of 

business was the reports of officers of the company. 
Mrs. E. Fuson, Treasurer made a report of Mr. 
Garbutt’s expenditures in behalf of the Mutual 
Gold Corporation for a period from September 31, 
1938 to January 16, 1939 inclusive, showing a total 
expenditure of $50,130.97. 
Mx. Abel requested a balance sheet and was in- 
formed that a financial statement later than the 
Trial Balance prepared as of September 30, 1938 
was not available at this time. 

Mx. Grill read telegrams from Mr. Garbutt and 
Russell Collins indicating that, every effort was 
being made to advance the interests of the stock- 
holders of Mutual Gold stock. 
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There was some discussion from the floor, prin- 
cipally by Mr. Abel addressed to Mr. Guill, in 
regard to the status of the Mutual Gold Corpora- 
tion. After the discussion was becoming rather 
lengthy the chair stated the meeting was now open 
for nomination of seven directors to serve until 
the next annual meeting of the stockholders and 
until the election and qualification of their suc- 
cessors. 

Myr. Grill nominated J. E. Stiegler, G. H. Ferbert, 
Tom L. Wyckoff, F. T. Hickcox and W. L. Grill, 
said nominations being seconded by C. T. Orr. Mr. 
Abel nominated Mr. Lloyd J. Vance and R. P. 
Woodworth, said nominations being seconded by 
A. P. Bateham. 

Mr. Woodworth nominated Clarence Colby and 
Mr. Hurd nominated Mr. Joe Vance, however, both 
nominations were withdrawn. 

Phere being no further nominations, Dr. I. 8. 
Collins moved that, the nominations be closed. Said 
motion was duly seconded and unanimously carried. 

On motion duly made, seconded and carried, the 
Secretary was instructed to cast the unanimous 
ballot of all shares present and entitled to vote for 
the directors so nominated, and the Secretary there- 
upon cast 2,313,456 votes for the said directors. The 
Chair thereupon declared that J. E. Stiegler, G. H. 
Ferbert, Tom L. Wyckoff, F. T. Hickeox, W. L. 
Grill, Lloyd J. Vance and R. P. Woodworth were 
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duly elected as directors to serve until the next 
annual meeting of the stockholders and the election 
and qualification of their successors. 

A motion was then made by Dr. R. A. Munro that 
a complete report of the conditions of the Mutual 
Gold Corporation be furnished individually to each 
stockholder and that same be made as soon as 
possible after this meeting and mailed to each 
one. 

Mr. Grill then stated that the company was short 
of funds to cover the cost of having such a re- 
port compiled, printed and mailed out, whereupon 
Dr. Munro added to his motion ‘‘as soon as finds 
are available’’. Said motion was duly seconded. 

Mr. Abel then moved an amendment, to the motion 
that there be also supplied a balance sheet which 
shall show the assets and liabilities of the company 
and the income and expenditures for the past year. 
Said motion as amended was duly seconded, voted 
upon and earried. 

Mr. Orr then made a motion that a vote of thanks 
be given to the directors for what they had done 
during the past vear and that the stockholders let 
them know they are behind them and ratify their 
actions in the past year. The motion was duly 
seconded after which there was considerable dis- 
cussion. A standing vote was then taken and a 
majority of those present in person voted against 
said motion. 
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Mr. Grill then made the following resolution and 
moved its adoption: 

‘‘Whereas, on Saturday, the 17th day of De- 
cember, 1938, the board of directors of this 
company, at a special meeting called and held 
at said time, authorized and directed the Presi- 
dent and Secretary of this corporation to exe- 
eute a contract for and on behalf of this com- 
pany with Frank A. Garbutt and to deliver said 
contract to said Frank A. Garbutt, which said 
contract relates to the equipment, operation and 
handling of the company’s property near Mono 
Lake, California, all as more fully set forth 
in said contract; and 

‘“Whereas, the said contract has now been 
fully executed by all of the parties thereto and 
delivery thereof made by the respective parties; 
and 

‘“Whereas, the stockholders of this company 
at a meeting held on or about the 6th day of 
August, 1938, duly authorized and directed the 
board of directors to deal with said property as 
provided by a resolution passed at said meet- 
ing; and 

‘““Whereas, the board of directors has re- 
ported the execution of said contract to this 
meeting; and 

‘‘Whereas, it is for the best interests of 
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said company that said contract be ratified, ap- 
proved and confirmed; now, therefore, 

‘‘Be It Resolved, that the action of the board 
of directors in authorizing the execution of said . 
contract with the said Frank A. Garbutt and 
the execution and delivery thereof by the Presi- 
dent and Secretary of this company and the 
said contract be and the same is hereby ratified, 
approved and confirmed; and 

‘‘Be It Further Resolved that, the board of 
directors of this company be and it is hereby 
authorized and directed to cancel, renew and 
alter said contract with the said Frank A. 
Garbutt as from time to time in its diseretion 
it shall deem necessary or advisable for the 
best interests of the corporation.’’ 


Said motion was seconded by Mr. C. T. Orr after 
which there followed considerable discussion. A vote 
was then taken by calling the roll with the follow- 


ing results: 
Shares voting Shares voting 

Name FOR AGAINST 
de PSUS. dee 1 OUO 
a OP VCO. eee 11,154 
G: F.AColive. ee... 8 ee 13,067 
fees Jelvh de Coc) ees eon ener 
‘Tom SWayclOl ae..c2 err ee 9,700 
Georce: Barer ..ce oe eae 2,39914 
BAL. HeeNhbe):.........cae eee 5,000 
Re Pr Wy Codeine. ee 83,1164 


Wloyd: Venl@e skier oe eee ee = 447,781 


us. Frank A. Garbutt, et al. 435 


(Testimony of J. E. Stiegler.) 
( Plaintiffs’ Exhibit 99 continued) 


lel Oe ah 6,260 

DP EN CG 184,756 
elena CCE 203233 
JD ey OBES (O10) 012) aes area ce 

halls EINOG( 21] [Eta eae 60,000 
O. C. Moore (voted under protest)... 8,667 
CTO Se AV es) (201 200 care eee 1,458,969 1, 841,153%, 


There being no further business, Mr. Grill made 
a motion to adjourn, said motion bemg duly sec- 
onded, voted upon and carried. 
E. D. WELLER, 
Vice President and Chairman. 
EK. FUSON, 
Secretary & Recording Officer. 


February 1, 1939 


The Committee finds that, there are present in 
person and qualified to vote at this meeting; 
ID eis 0) en 164,114 
lE}y Jen) 0G lt) 2,149,342 


Making a total number of shares present and 
qualified to vote of 2,313,456, out of an outstanding 
number of 2,641,182 shares. 

Respectfully submitted, 
Proxy Committee 
R. P. WOODWORTH 
C. T. ORR 
E. D. WELLER 
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AFFIDAVIT OF SERVICE OF NOTICE OF 
ANNUAL STOCKHOLDERS’ MEETING of 
MUTUAL GOLD CORPORATION. 


State of Washington, 
County of Spokane—ss. 

EH. Fuson, being first duly sworn on oath, deposes 
and says that at all times herein stated and in- 
cluded, she was and now is above the age of 21 
years and Secretary of the Mutual Gold Corpora- 
tion, and as such officer, on the 20th day of Janu- 
ary, 1939, a copy of the attached notice of meeting, 
copy of attached letter of J. E. Stiegler, President, 
dated January 14, 1939, copy of attached ‘Progress 
Report’ of Frank A. Garbutt dated Jannary 8, 
1939 and a copy of the attached proxy, properly 
enclosed and directed, with postage prepaid, was 
by her mailed to each stockholder of record of such 
corporation at his address as shown by the books of 
the company. 

EK. FUSON, 
Secretary. 


Subscribed and sworn to before me this 25 day of 
January, 1939. 
E. D. WELLER, 
Notary Public in and for 
the State of Washington, 
residing at Spokane. 
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Know All Men by these Presents: That I, the 
undersigned, do hereby constitute and appoint J. E. 
Stiegler or in the event of his imability to act, 
F. T. Hickeox or W. L. Grill, my true and lawful 
attorney to represent me at the annual meeting of 
the stockholders of Mutual Gold Corporation to be 
held on the first day of February, 1939, at eleven 
o’clock A. M. at the office of the company at 401 
Fernwell Building, Spokane, Washington, and do 
hereby authorize and empower him to vote at said 
meeting and at any adjournment thereof for me 
and in my name and stead upon the stock then 
standing in my name on the books of said com- 
pany, and I hereby grant my said attorney all the 
powers that I should possess if personally present 
at said meeting hereby revoking all former proxies 
by me made. 


Witness my signature this. ee day of 
January, 1939. 


Witnessed By: 
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NOTICE OF ANNUAL MEETING OF STOCK- 
HOLDERS of MUTUAL GOLD CORPORA- 
TION. 


Notice Is Hereby Given that the annual meeting 
of the stockholders of Mutual Gold Corporation 
will be held at the office of the company at 401 
Fernwell Building, Spokane, Washington, on Feb- 
ruary Ist, 1939, at eleven o’clock A. M. in accord- 
ance with the by laws of said corporation for the 
purpose of electing a board of directors for said 
corporation for the ensuing year, for hearing the 
reports of officers of said corporation and for the 
transacting of any other business that may properly 
come before said meeting. 

MUTUAL GOLD CORPORATION, 
By E. FUSON, 
Secretary. 


MUTUAL GOLD CORPORATION 
401 Fernwell Building 
Spokane, Washington 
January 14, 1939 
To the Stockholders of Mutual Gold Corporation: 
You will find enclosed herewith notice of Annual 
Meeting of the stockholders of the company, to be 
held on the date fixed by the by-laws. 
You will also find enclosed herewith latest prog- 
ress report of Mr. Frank A. Garbutt. You will 
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note from this that Mr. Garbutt has expended 
$50,253.87, up to January 8, all of which expendi- 
tures were necessary before the property could be 
put in operation. 

The drain tunnel to the sink and the installation 
of the tailings line were necessary to keep the 
water and the tailings out of the creek which runs 
through Mrs. Cunningham’s property. An effort was 
made by Mr. Garbutt to make a satisfactory ar- 
rangement with Mrs. Cunningham to use the creek 
for water and tailings disposal, but without success. 
During a period of prior management a disposal 
line from the mouth of the drain tunnel to the 
sink was constructed at a considerable expense, 
but it was not properly constructed, thus necessi- 
tating a new installation. The new installation is 
now constructed at a proper grade and _ should 
cause no further trouble to the company. 

The mine was ready to commence operations 
several days ago, but at the last minute it was 
found that the water pipe leading to the property 
was frozen at some point, and the getting of this 
line in operation occasioned some delay. However, 
the mill began operating on January 12, 1939. 

Mr. Garbutt has kept the directors fully informed 
of what is transpiring at the property, and has 
outlined to them from time to time for their ap- 
proval the work which he is undertaking. This 
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is something which has never occurred before. Mr. 
Garbutt is also making a study of the ore and the 
property, so as to determine the proper equipment 
for obtaining the best recoveries from the ore. He 
is doing this in a very thorough manner and I 
have no doubt that when he finally recommends 
what equipment should be placed upon the property 
for this purpose, it will be successful. 

It has been a real pleasure to the writer, and I 
fee] also ‘to the board, to have a man in charge 
of the operation who not only knows what he is 
doing, but who does not hesitate to do it when he 
finds out what should be done. Mr. Garbutt realizes 
better than anyone else that the property will have 
to have the most economical kind of operation to 
be successful, and you may rest assured that it will 
have just that kind of operation. He was severely 
handicapped owing to the shortness of time which 
he had to attempt to get the property in operation 
this year. I may also frankly say in this connection 
that I doubt very much if we could have found 
another person in the United States as well qualified 
in every respect to handle this property. 

As you are doubtless aware, a number of months 
this year were lost, during which the board was 
considering the offer of the Vance interests and the 
one made by Mr. Garbutt. After long delay and 
much opposition, the board finally concluded that 
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it would be for the best interests of all the stock- 
holders to accept Mr. Garbutt’s offer, which was 
reduced to a contract. This contract was more than 
lived up to by Mr. Garbutt. For various reasons, 
however, he desired to terminate the contract and 
a new one has been prepared which has met the 
approval of the board but has not yet been executed 
and delivered to the company by Mr. Garbutt. We 
should have some word on it before the stockholders’ 
meeting. 

The company has a serious controversy with Mr. 
Vance. When the deal with Mr. Garbutt was closed, 
Mr. Vance insisted upon the immediate payment 
of the production notes, as well as certain advances 
which he claims to have made on the company’s 
behalf. Of course it was impossible to make any 
immediate settlement. He later modified his demands 
and insisted upon said advances being repaid within 
one year and the production notes at a later date. 
No settlement could be made along this line until 
the company knew when it might have sufficient 
resources to take care of any settlement which it 
might, make. If such a settlement were made and 
the company unable to meet the obhgations when 
they fell due, then the interests of the stockholders 
would be completely wiped out, and this is what the 
directors are desirous of avoiding. Whenever Mr. 
Vanee is willing to make an arrangement which 
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will not, jeopardize the interests of the stockholders, 
the present board of directors will meet him more 
than half way. 

You will find enclosed herewith a proxy, which 
is self-explanatory. If you desire to contmue the 
present management of the company’s affairs and 
the present board, which has and will work for 
the best interests of all of the stockholders, kindly 
sign the enclosed proxy and return to the office of 
the company. If, on the other hand, you feel that 
the present board has not worked unselfishly and 
for your best interests, do not hesitate to vote for 
anyone you desire, because we are all working for 
one end, and that is to make the property and the 
company a success. 

You may be informed prior to the stockholder’s 
meeting that many things may occur detrimental to 
your interests because of the arrangement made 
with Mr. Garbutt. In this connection please bear 
in mind that certain statements were made to some 
of vou at the time the contract was first entered 
into as to what would happen if the contract was 
made. Certainly none of these things has happened 
and you, are now in a position to judge performance 
against anv assertions of what may occur in the 
future. 

It is the writer’s personal opinion, in conclusion, 
that the stockholders will be highly satisfied with 
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Mr. Garbutt’s operation during the coming year 
and that they may expect a fair and square deal 
from him. 
Yours sincerely, 


MUTUAL GOLD CORPORA- 
TION, 


By J. E. STIEGLER, 
President. 


FRANK A. GARBUTT 
Suite 712 - 411 West Seventh Street 
Los Angeles, Cal. 


January 8, 1939. 
To the Board of Directors, 
Mutual Gold Corporation, 
Mr. J. E. Stiegler, President. 


PROGRESS REPORT 


My last report was made to you November 22, 
1938. Since then, however, your Board of Directors 
has been kept in close touch with all operations by 
means of daily air mail letters to your President at 
Naches; your director, Mx. Grill, at Seattle; and 
your Director, Mr. Ferbert, at Long Beach, to- 
eether with copies of much of the routine cor- 
respondence involved. 

Director Russell Collins has kept in close touch 
by personal contact, so that your Board has been 
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fully informed at all times and has been consulted 
in advance of any work contemplated and their 
advice sought and carefully considered. 

IT feel, and I think you agree, that your Board 
of Directors are functioning one hundred per cent 
in controlling and conducting your Company’s 
affairs, being enabled to do so intelligently by the 
completeness and promptness with which all in- 
formation reaches them. 

It pleases me to state that, the Company’s business 
as far as I ean see, is gradually getting into a 
better and sounder condition and, although there 
are innumerable things to do to protect your titles 
and develop your property that they are being given 
proper attention as expeditiously as opportunity 
affords. 

Among other things referred to are: 

Your Relationship With The Owners. Although 
you made your last payment promptly you are still 
in default as to many material things, some of 
which, as, for example, failure to impound your 
tailings can not be corrected. While not waiving 
these various defaults the owners have shown a 
disposition to be lenient and, although I can not 
guarantee it, am hopeful that, we will have no 
serious trouble with such matters, this particular 
one being dependent upon what damage may occur 
to parties owning property below us. 
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Titles To Your Holdings. It is important that 
some of your claims should be patented without 
further delays. This is being studied. It is to some 
extent dependent upon the weather as survey by 
the U. S. Deputy Surveyors are amongst the neces- 
sary steps. There are also some matters of policy 
to be considered. 

The title to your water is going to be questioned 
and the legalities involved are being carefully 
examined into. We have obtained copies of the 
briefs from the attorneys who tried some of the 
City’s cases who were my attorneys for over twenty 
years and the law and the facts are being briefed 
for our protection. 

Road Development. For twenty-five years the 
operators of this property, including ourselves, have 
been wasting money in hauling over and attempting 
to maintain impossible roads and prohibitive grades. 

I am not discussing here the developing of the 
Mine itself nor the planning of a proper process 
nor the building of a suitable mill. These subjects 
are too complicated to be determined finally with 
our present knowledge. 

As you know, they are being studied intensively 
and work is being expedited as rapidly as business 
prudence and good judgment will permit. You are 
completely familiar with all of the considerations 
governing this but, it is appropriate to say that I 
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am not, displeased with the progress made with our 
metallurgical and physical problems. 

Before a study of these matters can be completed 
it will be necessary to operate the property and 
ascertain a great many things not now known in 
order to secure the best approximate results both 
in operation and in initial expenditure. This work 
is receiving my best attention as you are com- 
pletely aware. We have tied ourselves to no one 
engineering firm but are consulting the best tech- 
nical and operating skill in the United States and 
in the final analvsis will be governed by our own 
knowledge and not by any individual opinion for, 
while our operations are small, they are vital to 
us and we can not afford to take any chances. 

Now as to details to date: 

1. Our power line, as previously reported, is 
complete, as is also another power line 1,500 feet 
long, with butt-treated poles to serve the four pumps 
for our tailing disposal line. 

2. <A transformer of our own for electric hght- 
ing and a lighting system have been installed to 
replace the inadequate and expensive contraption 
we had. 

3. We have completed the installation of a tail- 
ings line about 2,600 feet long to the Federal Site 
and built a dam there; thus affording a safe place 
for the disposal of our tailings and insuring a 
future compliance with this provision of our con- 
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tract. While this operation will be temporarily 
troublesome and expensive it is the only possible 
procedure that is entirely safe that is open to us 
under present conditions. 

4. The 2,800-foot, 8-inch pipe line from the drain 
tunnel to ‘‘the sink’’ for the disposal of our ‘‘1ed”’ 
mine water has been completed and insofar as 
possible, protected. Its upper end is 16-inch. Mr. 
Sturgeon came well within his estimate on the cost 
of this installation. 

). Considerable trenching has been completed on 
the hill side to protect the drainage tunnel from 
continued damage by surface water and, in Mr. 
Collins’ opinion, to minimize the chance of liability 
from the unimpounded tailings. I have no worth- 
while opinion on this. 

6. The installation of the electric hoist is com- 
pleted and my advice is that it is operating satis- 
factorily. 

7. The cage is also operating satisfactorily in 
the shaft. 

8. The new mine cars are on hand. 

9. The compressor is complete. 

10. We are placing the one-inch compressed air 
line throughout the mine with 2-inch galvanized 
pipe. 

11. The old stamp mill has been completely over- 
hauled. It is ready to run. I expect trouble with it, 
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especially its ore elevating system which was so im- 
possible before. 

If this mill stands up, I have a plan for utilizing 
it for secondary crushing in the future whieh will 
salvage a part of its cost, in which case it will be 
further remodeled in the sprmg. Nothing but a 
trial can determine this. 

12. Compressor and Hoist house is complete. 

13. Heaters, as before reported, are installed. 

14. All payrolis have, of course, been “Gaiet 
promptly. 

15. An intensive study of our metallurgical and 
operating problems has been and is bemg made and 
J am pleased to report substantial progress and the 
accumulation of much rehable information. 

16. Preliminary surveys have been made by 
competent engimeers of new roads, and their feasi- 
bility at a reasonable cost is assured. The construe- 
tion, however, must await spring and the thawing 
of the ground. Possibly $2,500 or $3,000 will cover 
this cost. 

17. We have been favored so far by a very open 
winter, We can not haul in the daytime but ean 
heul at night when the eround is frozen. 

18. ast week we put about 60,000 feet of mine 
timbers on the hill. 

19. New jack hammers have been bought and 
received. 
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20. I have bought and delivered to the mine 
supphes consisting of fuel oi], coal, carbide, steel, 
track, provisions, drills, explosives, equipment, ete., 
and barring accidents and after the usual adjust- 
ments we are ready to run and I am very much in 
hope we will be able to run throughout the winter. 
In fact, | expect it. It will enable us to gain much 
needed information. 

We have spent $50,253.87 to date and I do not 
believe $500 of this has been wasted. On the other 
hand I have saved the Company more than ten 
times this amount that I know of by close personal 
attention to detail. Of this amount $10,000 was for 
your payment to the owners; $11,000 for payment 
for your major power line; $7,220.72 for consumable 
supplies for winter operations, and $14,274.37 for 
equipment such as compressor, hoist, pipe lines, 
auxiliary power line, mill motors, lighting plant, 
mine cars, new jackhammers, electric wiring, ete. 

In concluding allow me to thank you gentlemen 
for vonr splendid cooperation and understanding. 
Your suggestions and advice have been timely and 
excellent and it is a pleasure to work with people 
who are familiay with the situation and who do not 
think that all you have to do is to buy something 
called a mill and start paying dividends. 

The landscape is dotted with that kind of mills 
that never earn a dividend. 
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I wish you could find some way of acquainting 
vour stockholders with the conditions, what you have 
accomplished and what you have gone through in 
the past for their sake. A few words on paper can- 
not begin to tell this story. 

The devotion of Russell Collins to the interests 
of the Mutual is touching in the extreme. I know 
that he has gone hungry and cold in his endeavors 
to pull them out of the hole they had, through no 
fault of his gotten into. 

Your President and also Director Ferbert have 
shown a willingness to sacrifice not only their time 
but also their money to benefit the stockholders and 
this, may I state, is in such marked contrast to the 
usual corporation director who is generally con- 
cerned only i protecting his own interests that it 
has furnished the inspiration and the incentive to 
me to carry on at a time when the association prom- 
ised to become an unpleasant one. 

Nor can I close without paying tribute to the 
faithful cooperation of our men at the mine and 
especially our underground man, Mr. Sturgeon, and 
our mill man, Mv. Haley. They have worked hard 
and faithfully for the Company and it is due to 
their devoted efforts that we are able to run this 
winter. 

For example, our eight-inch pipe line was finished, 
well under Mi. Sturgeon’s estimate of cost, on a 
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day when six inches of snow was blown off of the 
mountain by a howhng blizzard. 

They have given me at all times faithful coopera- 
tion even when perhaps they did not agree with 
what I was doing and | can depend on them to 
voice their independent opinions and then do their 
best to prove that they were wrong if I over-rule 
them. More than this, no manager can ask of any 
head of a department. 

We all know the nreparable loss that the death 
of Mr. Keilv was to the enterprise and to all of us. 

While he had not been with me for several years 
on account of my retivement from mining, he has 
been in my employ without missing a pay day for 
1714 years during which time he never received less 
than $300 per month and expenses. 

My. Keily was a mining engineer of unusual 
ability in addition to being a practical miner and 
it was with a heavy heart that I consented to go on 
with you when he passed away for I had no halluci- 
nations about the trouble and detail involved. 

That with your cooperation this work bids fair to 
become more of a pleasure than a burden is the 
highest compliment T can pay you and I am en- 
deayoring to so arrange vour affairs that if any- 
thine happens to me that you would not be ad- 
versely affected. 

In conclusion, may I sum up by saying that with 
economical and disinterested management and by 
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building up an efficient and loyal organization we 
have a fair chance of success. You may depend 
upon my best endeavors. 

I have heard of efforts being made by unknown 
parties to buy stock cheap. I wish you could find 
some way to advise your stockholders to hold on 
to their stock. My interests are not for sale. 

Sincerely, 
FRANK A. GARBUTT, 
FAG-C, 


Q. By My. Abel: Mr. Stiegler, the contract of 
September 2nd was signed subject to approval by 
the stockholders at a meeting called for the pur- 
pose? 

A. J think that was the understanding; ves. [ 
believe so. 

@. And the meeting was called for September 
24th? A. Yes. 

Q@. Why wasn’t it held? 

A. Well, I took that up probably with our attor- 
nevs and they told us, or told me, that there was 
noe use to go out for more authority; the stock- 
holders had given us all the authority that they 
could give us, or words to that effect. That is my 
understanding, anyway. 

Q. Did you have that opimion in writing? 

A. Myr. Weller was present at a meeting, I think 
in Seattle. I don’t know. I don’t recall whether 
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he wrote me a letter to that effect or not. He prob- 
ably did, too. Mr. Weller was our attorney. 

0. Aad Mire Gil amerne:, was on the board? 

A. Yes; was with us. Yes, sir. [284] 

Q. When did you commence to tell people that 
the assets of Mutual Gold had been transferred to 
a corporation organized by Mutual Gold Corpora- 
tion ? 

A. I don’t remember. I didn’t hold anything 
back from any of my friends around my section 
mp 


there. They were all informed. [285] 


Redirect Examination 

Q. By Mr. Hineckle: Mr. Stiegler, did you favor 
making the contract of December the 17th, 1938, 
which is the only one now in existence ? 

Ae VY ese) alanis Iedid. 

Q. With Mr. Garbutt? 

A. I think I did; ves. I meht—may I explain 
something there ? 

OFA isriciin. 

A. J think—I don’t remember just what the 
question was, what I wrote, but Mr. Grill or Mr. Fer- 
bert and some of them, we were thinking of coming 
back down to Jos Angeles again and instead, why, 
we decided that the thing to do was to send Mr. 
Gaal) down: aimee that was the time, £ think, Mn. 
Grill made that trip by himself. 
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Q, Did this notice of forfeiture which had been 
given in August and which was withdrawn in Octo- 
ber influence you to approve the contract in De- 
cember ? A. I don’t think so. 

Ma. Hinckle® That isealll. 


Recross Examination 

Q. By Mr. Abel: Do vou know why Garbutt, 
by the contract of October 31, 1938, terminated two 
contracts of September 2nd and September 22nd? 

A. T have a faint reeollection of something 
there. 1 [286] think it was something in regard to 
the tailings that were contaminating the stream 
where Mis. Cunningham gets her water. I don’t 
recal] just what it was, but something to that effect, 
Te liina ls, 

Q. Is it vour understanding that the termination 
contract of October 31st, 1938 was made in order 
that, for the future at least, Mr. Garbutt would not 
he responsible for any injurv or damage caused by 
tailnes getting into the Cunningham water? 

A. Well, that was the eld tailing dump. 

Q. Well, the point is, is that vour understand- 
ing for the termination of the contract 2 

A. Well. T remember that there was something 
about those tailings. Just when it happened I don’t 
know. [287] 

Q. By Mr. Abel: You are now shown vour 
letter. as president of Mutual Gold Corporation, 
of January 14, 1939, Plaintiffs’ Exhibit 48; and 
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your attention is directed to a particular paragraph 
there. 

A. It is hard for me to read that fine print. 

Q. Lowill read that particular paragraph to you, 
Mr. Stiegler. A. All right. 

Q. “‘As you are doubtless aware, a number of 
months this year were lost, during which the board 
was considering the offer of the Vance interests 
and the one made by Mr. Garbutt. After long delay 
and much opposition, the board finally concluded 
that it would be for the best interests of the stock- 
holders to accept Mi. Garbutt’s offer, which was 
reduced to a contract. This contract was more than 
lived up to by Mr. Garbutt. For various reasons, 
however, he desired to terminate the contract and a 
new one has been prepared which has met the ap- 
proval of the board but has not yet been executed 
and delivered to the company by Mr. Garbutt. 
We should have some word on it before the stock- 
7’ Was that a correct statement? 

A. I think he move than hved up to his prom- 
ises; ves. [288] 


Q. No. The point is, this is the particular thing: 


holders’ meeting.’ 


‘“For various reasons, however, he desired to ter- 
minate the contract and a new one has been pre- 
pared which has met the approval of the board but 
has not yet been executed and delivered to the com- 
pany by My. Garbutt.’’ 

A. That is probably right. 
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Q. So, then, on January 14, 1939, the date of 
Exhibit 45, the contract of December 17th had not 
been executed ? A. I don’t know. 

Q. There was no other pending contract, was 
there™, 

A. Well, Mv. Grill was taking care of these con- 
tracts and one thing and another for us. 

Q. Did he prepare this letter? 

A. He helped me; ves. I think that he probably 
did. 

Q. Then, if he was taking ¢are of it, have you 
any reason to question that part of the statement 
that a new contract has been prepared and has met 
with the approval of the board, but has not been 
executed and delivered by Mr. Garbutt ? 

A. J have no reason to not believe it. 

@. Was there any contract other and later than 
that of December 17, 1938? 

A. It strikes me that there were. [ think there 
was. 

Q. A later contract? A. December when? 

Q. After December 17th and prior to January 
14th. [289] 

A. I don’t reeall. T don't vemember those things. 
I have no records at home of any of this. 

Q. But the point that I am getting out: This 
letter was sent out, issued by you to the stock- 
holders ? A. Yes. 

Q. Under date of January 14th in preparation 
for the February annual meeting? 
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A. Annual meeting is right. 

Q. Annual meeting, and the stockholders at- 
tended that annual meeting, were informed by the 
president that Garbutt had terminated his contract 
and a new one had been approved by the board but 
had not yet been executed or delivered ? 

A. Probably that is right. 

Q. As late as January 14th? ES. 

[290] 


WILLIAM L. GRILL, 
called as a witness on behalf of the above named 
defendants, being previously duly sworn, was ex- 
amined and testified as follows: 


Direct Examination 

Q. By Mr. Hinckle: Mr. Grill, what office, if 
any, do von hold with the Mutual Gold Corpora- 
tion? 

A. I ama dvector and, I believe, a vice presi- 
dent, although I am not sure. We have two or 
three of them. 

). About how long have you been a director? 

A. J don’t reeall. The minute book will show. 
I think, in “34. some time alone there, or 735, 

Q. Do vou own any stoek in the Mutual? 

Pee) Tome directly and iidivecth, some 
stock: ves. 

Q. Do von knew about how much ? 
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A. Oh, sixty, seventy or eighty thousand shares. 
I don’t know exactly how many. 

Q. By the Court: You say, ‘‘dirvectly or im- 
directly.”” What do you mean ? 

A. Well, through a company. 

Q. Do vou own any stock yourself ? 

A. Oh, ves; this stock practically all belongs to 
me, but it is held in the name of the company. [297] 

Q. By Mv. Hinckle: Does the Mutual Gold Cor- 
poration owe vou any money, not for any services 
rendered, but that you have advanced ? 

A. I think for some traveling expenses; yes, 
directors meetings and something of that kind, for 
traveling expenses. 

Q. Did vou favor making the contracts of Sep- 
tember 2nd and 22nd with Mr. Garbutt ? 

Nala: 

Q. Did vou also favor making the one that is 
now in effect? AY T dad. 

@. And that is dated December 17, 1938? 

A dda: 

Q. Why did vou favor making the first one? 

A. Well, that gets back probably to somewhat of 
a story. The Mutual Gold Corporation was _ en- 
deavoring to develop this property and it spent a 
good deal of money. Along in June some time there 
was a meeting—I think June 25th there was a 
meetine—called of the directors at the Vance Hotel; 
and T think at that time, or probably shortly prior 
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to that, we had learned that M1. Vanee had em- 
ployed a Mr. Cole to go down and make an examina- 
tion of the property. This report was made avail- 
able at that [298] meeting and it was reported by 
Mr. Vanee that it would be necessary to organize 
anew company to take this thing over, to raise the 
money to fully develop it and equip it with a larger 
plant; and the proposition first submitted, T thought, 
was unfair to the small stockholders, and if my 
recollection is correct, 1t was a matter of a deal 
where the Mutual would retain a 40 per cent and 
the new company would get 60 per cent, and in 
addition to that, the advances made by Mr. Vance 
and the other stockholders, My. Ferbert and My. 
Stiegler, would get production notes plus stock as 
a bonus, the same deal that the $30,000 was raised, 
in which in effect nothing was paid for the stock, 
and the prior stockholders had paid from 6 to 714 
cents a share for their stock. Well, the discussions 
in that meeting—there were modifications made at 
that meeting or subsequent meetings. 

Mr. Abel: Pardon me. What meeting is this 
now ? 

A. I think that is in June, 1938, June 25th, if 
my recollection is correct. T would not be positive 
because I do not attempt to remember these dates. 
And at that meeting or the next meeting we dis- 
cussed the matter of getting other offers, not merely 
accepting one, to see what we could do; and there 
was discussion of a Stone offer by Mr. Stiegler. Mr. 
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Stone had made a prior offer which had not met 
with the approval of the board and Mr. Vanee. I 
think I suggested that they attempt to get the Sun- 
shine [299] Mining Company to become interested 
and this thing delayed until it could be presented. 
And I believe that Ma. Vance and Mr. Lloyd Vanee 
and several—I was not present—went over and con- 
tacted the Sunshine Mining Company and they were 
not interested, naturally, because of the way the 
matter was presented, I think, and probably for 
other reasons; and all of this time the directors 
were attempting to get some deal. Mr. Vance’s deal 
was there pending and the minutes show that it was 
recommended to the stockholders because there was 
no other proposition then pending. Mr. Collins told 
me and, I think, the other members of the board, 
that he was going to California to see if he could 
not get some deal down here. He cid not state 
who he was going to see. I believe he met Mr. Fer- 
bert here or went down with him; and J think the 
first intimation of some deal came to that stock- 
holders’ meeting in Spokane. Mr. Ferbert and My. 
Collins said that thev had interviewed, I believe 
Mr. Garbutt, and that there was a possibility of his 
making some deal. 

Q. By Mr. Abel: When was this? Pardon me. 

A. That was in that meeting of August 8th in 
Spokane, 1938, about that time. That is my recol- 
lection, although -I am not positive about it. And 
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I believe that a wire was sent about that time to 
Mr. Garbutt so we would have something in 
writing; and I think some answer came back which 
was given to the various members of the board and 
that was [300] the reason for the resolution being 
put in the form in which it was, to accept any other 
deal which might present itself. 

The direct question, to answer that question asked, 
I had been somewhat familiar with the operation. I 
think I had made one trip up to the mine by that 
time, and possibly two trips, and my opinion was 
or conclusion that I had, and the statements that 
l made to the board and Mv. Vance, I believe, too, 
and to his son, that Mr. Vance was not a mining 
man, and that even if he employed one he would 
not follow his advice and would run it to suit him- 
self. And chiefly for those reasons I was interested 
in attempting to get a mining company probably 
in there with plenty of means to develop this prop- 
erty, someone who was capable and knew the busi- 
ness and had means to carry it through. If we had 
to go outside of the Mutual Gold, why, I wanted to 
get mto good strong hands and capable hands, that 
is, so fav as I am concerned. 

Q. By My. Hinckle: Were you influenced to 
favor the contracts of September, 1938 by notice 
of forfeiture ? 

A. Not so far as I was personally concerned; no. 
T was not inflvenced by it because I don’t get 
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alarmed, like possibly some business men do, by 
notices of that kind; and I was not alarmed by the 
threats made in these meetings of litigation by Mr. 
Vance if his deal was not made, either. That is not 
particularly in response to his question, but [301] 
I was not influenced by either. 

Q. You were not influenced, I take it, then, by 
the notice to favor the contract made, or at least 
dated, in December, 1938, the one that is now in 
existence ? 

A. No; that would not have completely influ- 
enced me until 

Q. By the Court: Well, would it influence you 
at all? 

A. I would say it did not influence me. 

Q. By Mr. Hinckle: Have you been paid any- 
thing, other than some expenses, by Mr. Garbutt 


in connection with this? 

A. I didn’t consider Mr. Garbutt paid me any 
expenses. He advanced the money for Mutual. If 
it had been from him I would feel I should not have 
accepted it. 

Q. Have you been paid anything for legal sery- 
ices rendered to Mutual ? 

A. Not by any source; and I have paid part of 
my own expenses. If I felt I could get someone 
evervone knew about and told My. Stiegler in those 
cases, as an advance for Mutual, to partly pay my 
expenses I got it. 
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Q. Whose idea was it, if you know, that the 
Mutual Gold Corporation should be represented on 
the board of directors of the Log Cabin Mines Com- 
pany ? 

A. Well, I think that m discussion in the board 
meeting it was at least my idea, and I think the 
contract might contain it, that we should have full 
minority [802] representation on the board. 

Q. Yon still feel that way, do you? 

A. Ihave no question about it. Under the eumu- 
lative voting system we are entitled to it legally. 

Q. Did Mr. Garbutt agree to that when it was 
suggested to him? 

A. He had no objection and I think the laws of 
the state provided for it, anyway. 

@. When did you first meet My. Garbutt ? 

A. Well, there was a resolution of the minutes 
that shows there. The time these contracts were 
being considered the hoard passed a_ resolution 
authorizing the members of the board to go down 
and meet him to consider this thing. The minutes 
show that J was going there as the attorney, also 
as the divector, and I met him when I arrived here 
some time the latter part of August or first of 
September. 

Q@. And is that the time that vou finally ended 
up in the contract of September 2nd? Is that the 
first time vou ever met him? [3803 

A. That is the first time I ever met him person- 
allv, ever met him. 
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Q. Is it the first time vou ever had any business 
dealings with him? 

A. No. I talked to him over the phone about this 
contract—or not about the contract, but about the 
situation. 

Q. By Mr. Hinckle: Did you know, Ms. Grill, 
about the suit that was filed in the City of Los 
Angeles in the Superior Court by the Log Cabin 
Mines Company against the Mutual Gold Corpora- 
tion to quiet the Log Cabin Mines Company title to 
this contract dated July the 13th, 1938? 

A. Yes. I have—— [804] 

Q. By Mr. Hinckle: Was a meeting of the board 
of directors c¢alled and held at which the question of 
whether or not to defend the suit was considered ? 

A. Yes; there was a meeting called at which the 
matter was presented to the board, and the minutes 
so show the action taken by the board of the Mutual. 

Q. By My. Hinckle: Did ths smut follow or 
preeede the filing of a similar suit by A. P. Bateham 
and others to quiet title in the State of Washington? 

A. Well, I don't know the time the Bateham suit 
was filed; but it is my recollection that it followed 
it, and [ don't think there is any question about it. 

[306] 
Cross Examination | 

Q@. When did vou first become aware of the 
August 25, 1938 notice of rescission ? 

A. 1 can't answer that, but I believe it was 
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brought [807] up in one of the directors’ meet- 
ines. It might have been given to me outside of that. 
IT don’t reeall now. 

@. And you were present upon the 2nd of Sep- 
teinber when the contract of that date was signed ? 

A. Well, I was—that is my recollection. 

@. Did you negotiate the contract? 

A. Well, I was present when My. Stiegler was 
there, Ma. Ferbert, and I believe Mr. Collins and 
myself, [308 ] 

Q. Was the contract drafted by the time you 
arrived ? 

A. I think there had been a contract form sub- 
nutted to us. It is my recollection there had been 
a form subnitted. Whether that had been sent up 
or not, | don't remember; but it is my recollection 
that there was one when we came down. 

Q. Was it modified in any particular? 

A. Yes; in some few particulars it was modified. 

[309] 

Q. How long did it take to negotiate and draft 
the contract ? 

A. Well, we spent at least a morning going over 
these, or a half day at least, going over all the items 
that we had in mind. 

@. What were they? 

A. I have told you I don't recall them at this 
time. Maybe duriy the course of this examination 
they will come to me. There were two or three things 
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there. One comes to me now, the matter of something 
in the contract so that it could not be sold out from 
under us; and I think there was some modification 
of that which would give us certain rights to take 
this situation over. Then there was something taken 
up with reference to voting, the matter of full 
nunority representation. I don’t remember whether 
I was fully aware of the California law at that 
time, but I think I either looked it up there before 
IT came or after I arrived, and whether that was in 
the contract I don’t know, but that was one of the 
things I wanted to be certain about. [310] 

Q. What, if any, consideration was given to the 
subject of the creditors of the Mutual Gold at that 
time? 

A. Well, there was considerable given that first 
meeting. The chief creditor that we were disturbed 
about was Ma. Vance with his open accounts, and 
we arranged with Ab. Garbutt to borrow, or he 
would borrow the sum of $25,000. 

Q. Was that embodied in the contract? 

A. No; that was not embodied in the contract but 
I think there is something in the minutes, a report 
made in the mimutes of Mutuai, which, if you will 
look through, you will find. 

Q. But that was a resolution trying to get 
$25,000-—— A. Well, we stated—— 

Q. —which was refused, wasn't it? 

A. If vou will let me finish, I will tell you. You 
asked first, and I will tell you. He called up the 
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bank there in our presence and asked for a loan of 
some $20,000 or $25,000. 

Q. What date was that? 

A. What is that? 

Q. What date was that? 

A. I ean’t tell you the date. During the course 
of these negotiations on this contract. 

Q. On this contract of September 2nd? 

A. That is my recollection. [311] 

(. Yes. 

A. And someone he knew in the bank, and the 
banker said there was some meeting and he would 
have to call him back; and then he got some eall 
back and said the loan was all might and we were 
to put up our stock, our half terest in the stock 
as security so we could—— 

Q. Half interest in what stock? 

A. In the company to be organized. 

Q. ‘That was never organized, was it? 

A. It was organized—Log Cabin Mines was or- 
ganized in the first instance by Mr. Garbutt. 

Q. Now you are shown Exhibit 18. Please show 
that part of the contract which has to do with taking 
care of the creditors of Mutual Gold. 

A. Well, I have said—if it does not appear in 
here, and I haven’t read it for some time—yjust as 
1 have testified to you, the only creditor that we 
had any concern about was the open account of 
Vance's. 
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Q. No. The point that I am trying to make is 
this: That there was at or about the time of the 
execution of this contract of September 2nd a 
discussion about Mutual Gold creditors, and when 
the contract was executed it was silent on the 
subject ? A. I beheve that is correct. 

Q. And no provision made for creditors. 

A. I believe that is correct, in the contract, to 
the [812] best of my recollection, without reading it. 

Q. Turn to the minute about trying to borrow 
£25,000. 

A. These are the minutes of the date of ‘*Sep- 
tember, 19387" in red at the top. [813] 

A. (Reading) ‘It was regularly moved by Mr. 
Grill and seconded by Mi. Ferbert that the presi- 
dent of this corporation, Ma. J. E. Stiegler, be and 
hereby is authorized and directed, for and on behalf 
of this corporation, to borrow the sum of $25,000 
from any person, firm or corporation, upon the best 
terms possible, giving the note of this corporation 
or other written obligation, and for and on behalf 
of this corporation to execute a pledge or assign- 
inent of any or all of the assets of the corporation 
as security therefor. Said motion carried by the 
votes of Mi. Stiegler, Mr. Ferbert, Mr. Hickcox, 
Mr. Collins and Ma. Gill? Mir. Woodworth “md 
Mr. Vance voted ‘No’ thereon.”’ 

Q. And was that done? Was the $25,000 bor- 
rowed from anybody ? 
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A. No. Mr. Vance refused to take the money, to 
take these open account advances. [314] 

Q. Was it offered him? 

A. Oh, you ought to know. You were down here 
at one time. 

Q. It was, it was offered? 

A. TI say it was offered to him, the money was 
offered to him and it was refused. 

Q. When? 

A. I don’t remember now, but it was refused. 
He refused to accept it and said, ‘‘ Well, no;’’ un- 
less he got his production notes secured by a mort- 
gage on the assets or in some other fashion. That is 
what we discussed down here at one of these sessions 
J came down, [315] 

Q. By Mr. Abel: How much have you received 
in traveling expenses through Ma. Garbutt ? 

A. The two occasions are the only cecasions that 
J ever received anything from him, and those were 
loans to Mutual, as I have stated. 

Q. Well, who on behalf of Mutual arranged the 
loans ? 

A. Well, I discussed on each occasion with the 
president of the company, Mr. Stiegler, told him 
what the circumstances were. 

@. On each occasion ? 

A. Of these two particular occasions: and in ad- 
dition to that—well, I guess I had better not say 
anything more. [316] 
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Q. What else? A. What is that? 

Q. What have you in mind? 

A. Well, I said that on one other occasion they 
paid it out of their own pockets as a part of my 
expense, Mr. Ferbert and Mz. Stiegler. 

Q. With reference to the Los Angeles quiet title 
suit how and when did the: existence of that suit 
come to your attention? 

A. To the best of my recollection, through Mr. 
Garbutt. 

Q. When? 

A. I ean’t tell you the dates. There was some 
correspondence in connection with it. [817] 

Q. By Mr. Abel: The first letter is a letter from 
Garbutt to yourself giving information of the quiet 
title suit in Spokane? A. Yes. 


PLAINTIFFS’? ERX ETEIE 91 

April 15, 1939 
Mer Win. 1 Giill, 
Colman Building, 
Seattle, Wash. 
Dear Mi. Grill: 
The office this day received from O. C. Moore, 
Attorney at Law, Spokane, who, it is presumed, is 
a partner of Abel, a summons and complaint by 
mail, in smt No. 108,233, which is apparently the 
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same as the copy you sent Mr. Hinckle. This was 
addressed on the envelope to 

Log Cabin Mines Company 

411 W. Seventh St., Room 712, 

Los Angeles, California. 


Mr. Hineckle thinks it is doubtful whether such 
a sult to quiet title could be successfully maintained 
on service by publication in the State of Washine- 
ton as the contract in which title is sought to be 
quieted is no longer within that jurisdiction. 

‘The property itself is in California, the contract 
is not in Washington, and neither is it in the pos- 
session of nor does it belong to the Mutual Gold 
Corporation. 

Yours sincerely, 

FRANK A. GARBUTT. 
FAG-C. 
April 21, 1939 
Ma. Wm. L. Grill, 
Colman Building, 
Seattle, Wash. 
Air Maul 

Dear Ma, Grill: 

In discussing with Mr. Hinckle today the advisa- 
bility and possibility of a quiet title suit by the Log 
Cabin Mines Company against the Mutual, et al, 
Mr. Hinckle suggested that the Mutual itself has 
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no defense and could probably file a disclaimer as 
an answer. 

He also suggested the advisability of bringing this 
suit against every stockholder the Mutual has. 

In order to do this, we would have to have your 
list of stockholders to date, and their addresses, 
because it will be necessary to send a copy of the 
complaint to all of them by registered mail. At the 
same time we ought to include any creditors you 
have who are not stockholders. I do not know 
whether the Vance Lumber Company is a stock- 
holder or not but it should be included in any 
event, think, 

Mr. Hinckle has also suggested that filing this 
suit against the stockholders who are loyal to you 
night cause some comment, in which case we might 
segregate the sheep from the goats and file the quiet 
title suit against those who differ with you. It would 
also save some money in registered mail, ete. 

With kind regards. 

Yours sincerely, 
FRANK A. GARBUTT. 
FAG-C, 
ce to Mr. Weller. 
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Law Offices of 
JONES & BRONSON 
Colman Building 
Seattle 
April 24, 1939 
Mr. Frank A. Garbutt 
712-411 West Seventh Street 
Los Angeles, California 


Dear Mi. Garbutt: 


Re No. 112, you may rest assured that I do not 
now have, nor have ever had the inpression that 
vou will get weak-kneed with reference to the liti- 
gation. 

Replying to yours of tlie 21st, 118, will say that 
I quite agree that the Mutual could file a disclaimer 
of no defense ag an answer to an action to quiet 
title. 

It would seem to me to be a rather extended pro- 
ceeding to make all of the stockholders of the 
Mutual a party to such action. However, it might 
be advisable to include those who may be in a posi- 
tiou by reason of having finances as parties thereto, 
as well as creditors. Lf you desire to make all of the 
stockholders parties, we will be glad to forward a 
list, together with their addresses. If you desire a 
list of those who have opposed the situation, which 
would include the Vances and the Vance Lumber 
Company, we will have this prepared. 
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As I have written you, we are going to hold our 
directors’ meeting early in May and if you desire 
to present anything to the board with reference to 
the approval of the loan which you have suggested, 
as Well as the ratification of all acts of the officers 
between meetings, please have Mr. Hinckle prepare 
What you want and it will be presented. 

With kindest regards, I am 

Yours sincerely, 
Woe Galas: 
WLG :pb 


May 18, 1958) 


Ni. Wm. L, Grill, 
Colman Building, 
Seattle, Wash. 
Ai Mail 
Dear My, Grill: 

The Log Cabin Mines Company has brought suit 
to qmet title to the contract and property and Mz. 
Hinckle served Mr. Collins, as representative of the 
Mutual. 

As the Mutual was served out of the county, it 
has thirty days m which to answer, after which time 
a default can be taken. 

In order to be assured that the Mutual has actual 
knowledge of the matter, I am sending vou herewith 
copy of the Complaint and Snmmons although I 
presume that Russell has advised the Company prior 
to this. - 
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~ In any event, you can acquaint either the Com- 
pany or Mr. Weller with it, as you think best. 

>. Mr. Hinckle thinks that a quiet title suit by the 
Log Cabin against the Mutual will be sufficient and 
that any person else who holds through or under 
the Mutual will be bound thereby. 

~ However this may be, we can get a quick judg- 
ment against the Mutual and go to trial or secure 
a default quicker, and in event it should be deemed 
necessary, we can sue the others later. 

If the Mutual appears we can agree on an early 
trial and if it does not appear we can take a de- 
fault on or about June 7th. 

Sincerely, 
FRANK A. GARBOTT. 
FAG-C, 
Ene. 


Law Offices of 
JONES & BRONSON 
Colman Building 
Seattle 
May 22, 1939 

Mr. Frank A. Garbutt 
712-411 West Seventh Street 
Los Angeles 


Dear My. Garbutt: 


I wish to again thank you for the picture of the 
tailings dam, as I had not heretofore received one. 


476 Helen M. Sutherland, et al. 


(Testimony of William L. Grill.) 

This is likewise a good picture and would indicate 
that these tailings should bother no one. Whenever 
you can deposit your tailings for stope filling as 
you suggest, it will mean an additional saving. 

I wish to acknowledge receipt of your favor of 
the 18th enclosing copy of your suit to quiet title. 
J think we should call a meeting of the board of 
directors about the time you can take your default 
so that the entire board will lave knowledge of 
your action and it cannot later be said that any ad- 
vantage was taken of the situation. I will try to 
arrange for a meeting at about that time. The 
Mutual has no defense and would have none, even 
if it appeared. 

With kindest regards, | am 

Yours sincerely 
WGI. 
WILG :pb 


Law Offices of 
JONES & BRONSON 
Colman Building 
Seattle 


My. Frank A. Garbutt 
712-411 West Seventh Street 
Los Angeles, California 
Dear Mv. Garbutt: 
Replying to yours of May 18 more specifically, 
J have asked Mr. Stiegler to call a meeting at my 
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office to determine whether or not to defend your 
suit. I think the board should act upon this. 

Of course there is no defense, but I don’t want 
it asserted later that the board should have taken 
action and did not do so. 

Yours very truly 
WE IEG ine. 
WIG :pb 


Law Offices of 
JONES & BRONSON 
Colman Building 
Seattle 
June 8, 1939 

Mr. Frank A. Garbutt 
712-411 West Seventh Street 
Los Angeles, Califormia 
' Dear Mr. Garbutt: 

Yours, #163, 164 received. 

1 forgot to inform you that at the directors’ 
meeting held here, a resolution was passed to the 
effect that the company would not defend the suit 
to quiet title which you have instituted. We thought 
it advisable to bring the matter before the board 
so that full knowledge would be had of such action 
by at. 

You wil find enclosed herewith iinutes of the 
meeting for your files. 
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With kindest regards, I am 
Yours sincerely, 

iV..L,GRiLA. 
WHLEG -ph 


Q. By Ma. Abel: The first letter informed you 
that a suit was pending, had been brought in Spo- 


kane County? A. Yes: 
(). To quiet title to the contract, the purchase 
[319] contract ? A. Yes. 


Mr. Moore: What is the date of that? 

Mr. Abel: April 15, 1939. Mav I read these to 
vour Honor? It will save a lot of examimation. 

Q. By Mx. Abel: On the 21st you received an- 
other letter? 

A. No; I probably received it later than that 
date. That is the date of the letter. I apparently , 
received the original of that letter. 

Q. In which he suggested the advisability of a 
quiet title suit by Log Cabin Mines? 

A. That is my recollection of the letter. 

Q. Against Mutual; and Mutual had no defense 
and would probably file a disclaimer ? 

A. Correct. 

Q. And Mr. Hinckle also suggested the advisa- 
bility of bringing this suit against every stockholder 
Mutual had? 

A. ‘That is what the letter states. 
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Q. And then you replied on the 24th? 

A. Yes. [820] 

Q. This is your letter? 

A. That is my letter; yes. 

Q. In which you agreed that the Mutual could 
file a disclaimer to make no defense to the action to 
quiet title? 

“A. Whatever the letter states there. 

Or rat ris ourwadvice, Bvassit not, to Slr. 
Garbutt ? 

A. I don’t believe that is the language I used. 
I don’t remember it. I think I said they had no 
defense to the action. I don’t remember what the 
exact language was, but I think I said that. 

Q. Quoting from the letter: 

‘Replying to yours of the 21st, 113, will say that 
I quite agree that the Mutual could file a disclaimer 
of no defense as an answer to an action to quiet 


times’ A. Well, I said it. 
Q. And you offered to furnish him a list of the 
stockholders ? A. Yes; I believe so. 


@. The stock-holding defendants, so that they 
could be brought in, including the Vances and the 
Vance Lumber Company ? i Os: 

Q. And then you were informed on May 18th 
that suit had been bronght and Mr. Hinckle had 
served Mr. Collins? 

A. If that is what it so states. I can’t remember 
all of it. [821] 
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Q. When did you receive a copy of that com- 
plaint? 

A. Iwill have to refer to the correspondence to 
see. 

Q. Did that letter of May 18th enclose a copy? 

A. It so states. I presume that I received it. 

Q. A copy of that complaint? 

A. It says, the letter of May 18, 1939: ‘‘In order 
to be assured that the Mutual has actual knowledge 
of the matter, I am sending you herewith copy of 
the Complaint and Summons although I presume 
that Russell has advised the Company prior to this.”’ 
tussell Collins that means. 

Q. That was on May 18? A. 739. 

Q. And the next meeting of the board of direc- 
tors of Mutual was on June 6, was it not? 

A. IL can't tell you without the book, without the 
minute book. 

Q. You are shown the minute book of that date. 
‘The meeting was held at vour office ? 

A. Apparently so. June 6th. 

Q. Was the meeting held in vour office? 

A. Yes; it was held in my office. [3822] 

Q. But von were there? 

A. Yes: I was present at the meeting. The 
minutes so show. 

Q. Now I read and quote: 

‘‘It was moved and seconded that imasmuch 
as the Mutual Gold Corporation has no interest 
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im the mining claims in California at this time 
that the Company make no defense to the ac- 


fiow of 


then Mr. Garbutt’s name appears in type and a line 
through it and above it 
‘‘Log Cabin Mines Co. brought to quiet title 
to said claims in the Log Cabin Mines Company. 
Motion was carried by the votes of J. E. 
Stiegler, G. H. Ferbert and W. L. Guill. Op- 
posed Lloyd J. Vanee.”’ 


A. Yes; it was brought up at that meeting and 
discussed. 

Q. Yes. 

A. And the result was and the action of the 
board that no defense be put in to tlis quiet title 
suit. 

Q. Then, would you say that it was not until 
June 6th that the matter came to the attention of 
the members of the [323] board, except yourself. 

A. I would not say that because I am certain 
that it had been brought to the attention—I know 
that it had—of My. Stiegler and Mr. Weller in 
Spokane. 

Q. How do you know that ? 

A. Well, my recollection is that I have some cor- 
respondence in my office between Mr. Weller and 
inyself, although I haven’t it with me and that is 
just my recollection, and possibly some with Mr. 
Stiegler, too. [324] 
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Q. Weren’t you in daily communication with 
Mr. Garbutt during this whole period? 

A. I was not. 

Q@. By phone and by letter? 

A. Iwasnot. What period now are you referring 
to? 

Q. During the period of the two quiet title 
suits? 

A. Well, I was in correspondence with him, but 
not in daily correspondence with him. 

Q. Didn’t you advise him that the quiet title 
suit could not be maintained in the State of Wash- 
ington because the property was in California ? 

A. No; I wouldn't say that. [f the parties were 
before the court in Washington I think the Wash- 
ington court could pass upon it. But I think they 


couldn’t get 

Q. How could jurisdiction be acquired of Log 
Cabin? 

A. Well, I say that that was the pomt; vou 
couldn't serve the Log Cabin in Washington. 

Q. Now, then, wasn’t it with that in mind that 
you resigned off the board of Log Cabin? 

A. Yes. At first blush, swhen J heard of sie 
thought: Well, we better get off; and on the second 
consideration, I came to the conclusion it was not 
nacessary and went back on later. 

Q. I know. 

A. But you are quite correct, however, that I 
did resign as soon as I learned about it. [825] 
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Q. You resigned from the Log Cabin Mines so 
that service could not be made upon you in the 
State of Washington on Log Cabin Mines? 

A. Yes; and I think [I so advised Russell Col- 
lins. 

Q. All three directors of Log Cabin Mines went 
off the board at about the same time in the State 
of Washington ? 

A. I think two or three went off. If they were 
all on, they all went off. [826] 


